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Washable  cotton  and  linen  dresses  move  off  your  racks 
more  quickly  .  .  .  more  easily  .  .  .  more  profitably 
. . .  when  your  customer  knows  that  they  will  give  lasting 
fit.  wash  after  wash.  That  has  been  definitely  proven. 

Sanforized-shrunk  is  the  only  method  recognized  as 
dependable  for  shrinking  cottons  and  linens  so  they  do 
not  shrihk  out  of  fit  in  the  wash.  That  has  been 
definitely  proven  too. 

A  recently  completed  survey  reveals  that  nearly  50%  of 
the  women  who  ask  for  washable  cotton  and  linen 
dresses  recognize  the  words  “Sanforized-shrunk”  on  a 
label  or  tag  as  their  best  assurance  of  lasting  fit,  lasting 
style,  lasting  beauty. 

Get  the  cream  of  the  trade  in  your  territory  by 
insisting,  when  you  buy,  that  ALL  SANFORIZED- 
SHRUNK  MERCHANDISE  BE  IDENTIFIED 
BY  TAG  OR  LABEL  ...  OR  BOTH.  ! 


the  label  “Sanforized-Shrunk 
— Buy  your  correct  size.” 
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Editorials 


EDITORIALS 

BY  CHANNING  E.  SWEITZER,  Managing  Director 


The  Twenty-Sixth  Annual  Convention 

Another  Convention  of  your  National  Associa¬ 
tion  is  now  history. 

From  the  standpoint  of  a  well  rounded  out 
program  treating  of  current  national  problems,  per¬ 
haps  no  convention  of  the  past  staged  hy  your  Asso¬ 
ciation  has  heen  its  equal. 

Despite  the  importance  of  national  affairs  in  the 
deliberations  of  the  Convention,  nevertheless  operat¬ 
ing  problems  and  policies  were  not  neglected  at  its 
sessions. 

We  have  no  hesitancy  in  saying  that  the  Twenty- 
Sixth  Annual  Convention  will  be  productive  of  re¬ 
sults  and  members  will  reap  their  benefits  during' 
the  year  ahead. 

*  «  «  «  « 

This  issue  of  The  Bulletin  is  devoted  largely 
to  a  digest  of  its  various  sessions.  We  commend  it 
to  members  as  a  reference  manual  which  will  prove 
invaluable  in  the  solution  of  many  problems.  It  is 
worthy  of  a  permanent  place  in  your  office  or  library. 
«  •  »  •  « 

Elsewhere  in  this  issue  of  The  Bulletin  will  be 
found  a  set  of  resolutions  unanimously  adopted  by  the 
members  in  Convention  assembled. 

The  series  of  Resolutions  dealing  with  Federal 
Taxation  constitute  the  recommendations  of  your 
Taxation  Committee  under  the  Chairmanship  of  Jay 
Iglauer.  These  Resolutions  should  be  carefully  stud¬ 
ied  by  all  members  inasmuch  as  they  set  forth  the 
position  of  your  Association  on  Federal  tax  affairs 
under  present-day  conditions. 

*  «  «  «  « 

It  was  also  fitting  that  the  Convention  should  go 
on  record  in  favoring  the  extension  of  Title  I  of  the 
Federal  Housing  Act,  since  a  well  organized  national 
home  building  program  can  be  such  an  important 
factor  in  promoting  economic  stability. 

«  *  *  •  • 

And  finally,  a  Resolution — unanimously  adopted 
— on  a  Platform  for  Retailing  is  of  such  importance 
that  it  is  the  subject  of  an  editorial  elsewhere  in  these 
columns. 

President  David  E.  Moeser 

At  the  Twenty-Sixth  Annual  Convention  David  E. 

Moeser  of  Boston  was  re-elected  to  the  Presi¬ 
dency  of  the  National  Retail  Dry  Goods  Association 
for  a  second  term. 


President  Moeser  well  deserves  this  honor  and 
distinction.  During  his  first  administration  the  Asso¬ 
ciation  has  forged  ahead  in  effectiveness  and  service 
to  its  craft  and  to  retailing  generally. 

The  Association  is  especially  fortunate  in  having 
a  man  of  President  Moeser's  clear  thinking,  sound 
judgment  and  proven  ability  to  guide  its  affairs  for 
another  year. 

To  him  we  pledge  the  wholehearted  support  of 
the  membership  and  staff  at  all  times. 

Your  New  Directors 

At  the  annual  election  of  Directors  the  following 
members  were  elected  to  the  Board: — 

George  P.  Gable,  Altoona,  Pa. — Direetor  at 
Large 

Frederick  H.  Rike,  Dayton,  Ohio — Director 
at  Large 

Edward  N.  Allen,  Hartford,  Conn. — ^Zone  1 
Ralph  Goldsmith,  Washington,  D.  C. —  Zone  2 
E.  P.  Simmons,  Dallas,  Tex. — Zone  3 
Walter  Innes,  Wiehita,  Kans. — Zone  4 

•  «  *  •  • 

The  election  of  Harold  W.  Brightman  of  Newark, 
N.  J.,  and  Mark  Lansburgh  of  Washington,  D.  C., 
as  Chairmen  of  the  Merchandising  Division  and 
Store  Management  Group  respectively;  and  the  re- 
election  of  William  H.  McLeod  of  Boston  as  Chair¬ 
man  of  the  Sales  Promotion  Division  add  these  men 
also  to  the  Board. 


As  has  been  the  case  from  the  inception  of  the 
Association,  it  has  been  extremely  fortunate  in  hav¬ 
ing  on  its  Board  able  and  capable  merchants  who 
truly  represent  their  craft. 

We  are  certain  that  under  the  direction  and 
guidance  of  the  present  Board  of  Directors  the  weU- 
being  of  the  Association  will  be  maintained  and  ad¬ 
vanced;  and  the  many  important  problems  of  the 
day  affecting  the  craft  will  receive  intelligent  de¬ 
liberation  and  decisive  action. 

*  •  •  •  • 

The  complete  roster  of  the  Board  of  Directors 
for  the  current  year  appears  elsewhere  in  this  issue 
of  The  Bulletin.  They  are  giving  freely  of  their 
■'time  and  ability  to  the  solution  of  important  nation¬ 
al  problems  confronting  you. 
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Editorials 


This  editorial  would  be  incomplete,  if  a  word 
of  commendation  were  not  written  concerning  our 
retiring  Directors  whose  terms  of  office  expired  at 
the  recent  election.  They  are:  Frederick  W.  Aldred, 
Providence,  R.  I.,  Charles  H.  Bear,  Jr.,  York,  Pa., 
Frank  H.  Neely,  Atlanta,  Ga.,  Fred  Lazarus,  Jr., 
Columbus,  Ohio,  James  L..  Paine,  Spokane,  Wash., 
and  Leon  Mandel,  Chicago,  Ill. 

These  men  served  your  Association  and  its  craft 
with  credit,  and  we  know  that  we  can  continue  to 
count  on  their  advice  and  counsel  in  the  future. 

The  American  Retail  Federation 

TN  accordance  with  the  authority  granted  to  your 
A  Board  of  Directors  by  the  members  of  the  Asso¬ 
ciation  in  convention  assembled  at  Chicago  in  June 
1936,  the  National  Retail  Dry  Goods  Association  by 
action  of  the  Board  at  its  last  meeting  affiliated  with 
the  American  Retail  Federation  as  an  association 
member. 

This  affiliation  does  not  mean  that  your  National 
Association  loses  any  of  its  autonomy.  It  will  con¬ 
tinue  to  serve  and  protect  the  interests  of  the  dry 
goods  craft  as  it  has  done  for  over  a  quarter  of  a 
century. 

It  must  be  obvious  that  many  legislative  pro¬ 
posals  may  be  viewed  in  a  different  light  by  the  mem¬ 
bers  of  our  craft  than  by  the  members  of  other  di¬ 
visions  of  retailing.  For  this  reason,  your  National 
Association  must  continue  to  conduct  its  research 
work  and  have  a  legislative  program  particularly 
adaptable  to  the  needs  and  requirements  of  its  mem¬ 
bership.  Perhaps  the  relationship  between  the  two 
bodies  might  best  be  set  forth  by  citing  the  follow¬ 
ing  excerpts  from  a  memorandum  submitted  by  the 
Federation  to  the  National  Retail  Dry  Goods  Asso¬ 
ciation. 

*  •  *  «  • 

“The  National  Retail  Dry  Goods  Association 
represents  dry  goods  stores,  department  stores  and 
specialty  stores — three  specific,  closely  related  types 
of  retailers.  It  represents  these  exclusively.” 

*  •  •  •  * 

“The  membership  of  the  ARF  was  intended  to 
include  all  types  and  classes  of  retailers.  Its  mem¬ 
bership  comprises  merchants  from  all  kinds  of  busi¬ 
ness,  national  retail  trade  associations,  and  state  re¬ 
tail  associations.  State  retail  associations  which  are 
not  truly  representative  of  all  types  of  retailing  are 
not  eligible  for  membership.” 

*  •  *  *  • 

“The  American  Retail  Federation  can  have  no 
legislative  program  except  on  broad  issues  in  which 
retailing  as  a  whole  is  pitted  against  some  other 
group.  When  retailers  disagree,  the  American  Retail 
Federation  can  take  no  part  other  than  fact  finding.” 
•  •••»■' 

“***  The  main  activity,  then,  of  the  American 
Retail  Federation  is  legislative  analysis  and  fact-find¬ 
ing  research.” 


“The  relationship  between  the  NRDGA  and  the 
ARF  should  be  one  of  affiliation  rather  than  merger. 
If  this  affiliation  is  completed  the  American  Retail 


Federation  can  be  helpful  to  the  National  Retail  Dry 
Goods  Association  in  all  its  legislative  activities.” 

•  •  •  •  • 

“***  In  their  present  status  they  (the  National 
Retail  Dry  Goods  Association)  can  take  stands  on 
controversial  issues.  If  this  status  were  changed  they 
could  not  adequately  represent  the  interests  of  the 
NRDGA.” 

•  •  •  •  • 

We  believe  that  this  affiliation  between  the 
American  Retail  Federation  and  the  National  Retail 
Dry  Goods  Association  will  strengthen  the  cause  of 
organized  retailing  in  this  country  and  will  redound 
not  only  to  the  advancement  of  the  retail  dry  goods 
craft  but  also  to  all  other  divisions  of  retail  distribu¬ 
tion.  For  unquestionably  the  Federation  can  be  most 
helpful  in  the  solution  of  common  problems  facing 
the  entire  field  of  distribution.  Therefore,  whenever 
there  is  a  mutuality  of  interest  among  all  divisions 
of  retailing,  we  pledge  our  support  and  cooperation 
to  the  efforts  of  the  Federation  and  all  other  retail 
organizations  in  any  constructive  action  they  may 
take  for  the  advancement  of  retail  distribution. 

A  Platform  for  Retailing 

T  TNQUESTIONABLY  no  more  important  resolution 
^  was  ever  adopted  by  your  National  Association 
than  that  approving  in  principle  a  Platform  for  Re¬ 
tailing. 

This  action  of  the  Convention  approved  the  prin¬ 
ciples  that  public  policy  demands  fair  and  equitable 
provisions  be  made  in  the  field  of  distribution  for 
the  payment  of  just  wages,  the  elimination  of  exces¬ 
sive  hours  of  work,  and  the  abolition  of  child  labor; 
as  well  as  the  desire  to  safeguard  the  best  interests 
,of  the  consumer,  and  to  develop  further  a  sound 
program  of  fair  and  equitable  relations  with  ven¬ 
dors. 

«  •  «  «  » 

The  general  and  widespread  achievement  of  these 
objectives  in  our  retail  crafts  would  be  a  most  pro¬ 
gressive  step  forward  in  keeping  with  the  new  eco¬ 
nomic  and  social  era,  and  would  rid  retailing  of 
those  abuses  practiced  by  a  minority. 

This  proposal  for  a  Retail  Platform  is  of  such 
great  moment  that  President  Moeser,  with  the  ap¬ 
proval  of  the  Directors,  was  authorized  by  the  Con¬ 
vention  to  appoint  a  Committee  of  members  “to  as¬ 
certain  factually  the  conditions  as  they  exist,  and 
their  effect  upon  the  public  interest  and  distribution 
generally,  and  to  devise  ways  and  means  of  correcting 
and  removing  abuses,  and  achieving  the  objectives 
and  purposes  of  said  Platform.” 

This  Committee — to  report  its  findings  to  the 
Board  of  Directors  within  ninety  days — ^has  already 
been  appointed.  The  following  members  have  been 
invited  to  serve  the  Association  in  this  capacity: — 

NATIONAL  RETAIL  DRY  GOODS  ASSOCIATION 
PLATFORM  COMMISSION 

*Mr.  David  E.  Moeser,  President,  National  Retail  Dry  Goods 

Association,  (Chairman) 

Mr.  R.  P.  Bach,  W.  L.  Goodnow  Co.,  Keene,  N.  H. 

Mr.  John  S.  Burke,  B.  Altman  &  Co.,  New  York,  N.  Y. 
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Mr.  R.  E.  Campbell,  Miller  &  Paine,  Inc.,  Lincoln,  Neb. 

•Mr.  Saul  Cohn,  City  Stores  Company,  New  York,  N.  Y. 

Mr.  J.  Frank,  Nathan  Frank’s  Sons,  Ogdensburg,  N.  Y. 

.Mr.  Harry  Gertz,  B.  Certz,  Inc.,  Jamaica,  N.  Y. 

Mr.  Bernard  F.  Cimbel,  Gimbel  Brothers,  New  York,  N.  Y. 

Mr.  Walter  T.  Grosscup,  Lit  Brothers,  Philadelphia,  Pa. 

Mr.  Wm.  H.  Hager,  Hager  &  Bro.,  Lancaster,  Pa. 

•Mr.  Lew  Hahn,  Svndicate-Alliance  Trading  Co.,  Inc.,  New 
York,  N.  Y. 

Mr.  William  A.  Holt,  Bollock’s,  Los  Angeles,  Calif. 

•Mr.  Albert  D.  Hutzler,  Hutzler  Brothers  Co.,  Baltimore,  Md. 
•Mr.  Jay  Iclauer,  The  Halle  Bros.  Co.,  Cleveland,  Ohio 
Mr.  Frank  R.  Jelleff,  Frank  R.  Jelleff,  Inc.,  Washington,  D.C. 
•Mr.  R.  E.  Kennincton,  R.  E.  Kennington  Company,  Jackson, 
Miss. 

Mr.  Louis  E.  Kirstein,  Wm.  Filene’s  Sons  Company,  Boston, 
Mass. 

•Mr.  G.  Irving  Latz,  Wolf  &  Dessauer,  Fort  Wayne,  Indiana 
•Mr.  Fred  Lazarus,  Jr.,  The  F.  &  R.  Lazarus  &  Co.,  Columbus, 
Ohio 

Mr.  Morton  J.  May,  Famous-Barr  Co.,  St.  Louis,  Mo. 

Mr.  Vi.  L.  Mayo,  Schunemans  &  Mannheimers,  St.  Paul,  Minn. 
Mr.  W  ard  Melville,  The  Melville  Shoe  Corp.,  New  York,  N.  Y. 
Mr.  Harry  Miller,  The  Vogue,  Chattanooga,  Tenn. 

Mr.  James  T.  Milliken,  J.  W.  Milliken,  Inc.,  Traverse  City, 
Mich. 

Mr.  j.  O.  McKinsey,  Marshall  Field  &  Company,  Chicago,  Ill. 
•Major  B.  H.  Namm,  The  Namm  Store,  Brooklyn,  N.  Y. 

Mr.  Frank  H.  Neely,  Rich’s,  Inc.,  Atlanta,  Ga. 

Mr.  P.  a.  O’Connell,  E.  T.  Slattery  Company,  Boston,  Mass.  * 
•Mr.  David  Ovens,  J.  B.  Ivey  &  Company,  Charlotte,  N.  C. 

Mr.  B.  Earl  Puckett,  Allied  Stores  Corporation,  New  York, 
N.  Y. 

•Mr.  Frederick  H.  Rike,  The  Rike-Kumler  Co.,  Dayton,  Ohio 
Mr.  T.  M.  Rogers,  T.  M.  &  B.  A.  Rogers,  Florence,  Ala. 

Mr.  Walter  N,  Rothschild,  Ahraham  &  Straus,  Inc., 
Brooklyn,  N.  Y. 

Mr.  Earl  C.  Sams,  J.  C.  Penney  Company,  New  York,  N.  Y. 
Mr.  Michael  Schaap,  Bloomingdale’s,  New  York,  N.  Y. 

Mr.  Harry  Schwartz,  National  Department  Stores,  Inc- 
New  York,  N.  Y. 

Mr.  H.  j.  Schwartz,  Maison  Blanche  Co.,  New  Orleans,  La. 
Mr.  C.  a.  Shinn,  Denver  Dry  Goods  Co.,  Denver,  Colorado 
•Mr.  Benjamin  F.  Sisson,  Sisson  Brothers-Weldon  Co., 
Binghamton,  N.  Y. 

•Mr.  Percy  S.  St|iaus.  R.  H.  Macy  &  Co.,  Inc.,  New  York,  N.  Y. 
•Mr.  William  B.  Thalhimer,  Thalhimer  Bros.,  Richmond,  Va. 
Mr.  R.  M.  Thompson,  R.  A.  McWhirr  Co.,  Fall  River,  Mass. 
Dr.  Herbert  J.  Tily,  Strawbridge  &  Clothier,  Philadelphia,  Pa. 
*Mr.  John  C.  Watson,  John  G.  Myers  Company,  Albany,  N.  Y. 
Mr.  Oscar  Webber,  J.  L.  Hudson  Company,  Detroit,  Mich. 

Mr.  Harold  F.  Wendel,  Lipman,  Wolfe  &  Co.,  Portland, 
Oregon 

Mr.  Elmer  F.  Wieboldt,  Wieboldt  Stores,  Inc.,  Chicago,  Ill. 
•Mr.  Irwin  D.  Wolf,  Kaufmann  Department  Stores,  Inc., 
Pittsburgh,  Pa. 

General  R.  E.  Wood,  Sears,  Roebuck  and  Co.,  Chicago,  Ill. 
^Executive  Committee. 

The  following  Sub-Committees  have  also  been 
appointed  to  study  speeific  phases  of  the  proposed 
platform  and  to  report  their  findings  to  the  general 
Committee: 

Platform  Committee  on  Child  Labor 
*Mr.  Saul  Cohn,  Chairman  Mr.  Wm.  H.  Hager 
Mr.  R.  P.  Bach  Mr.  Lew  Hahn 

Mr.  Wm.  H.  Bixby  Mr.  W.  L.  Mayo 

Mr.  C.  B.  Clark  Mr.  T.  C.  Sperry 

Mr.  Julius  Frank  Mr.  David  E.  Moeser  (Ex- 

Officio) 


Platform  Committee  on  Employee  Relations 
*Mr.  James  S.  Schoff,  Chairman  Mr.  E.  L.  Olricli 
Mr.  Saul  Cohn  Mr.  Frederick  H.  Rike 

Mr.  Jay  Iglauer  Mr.  T.  M.  Rogers 

Mr.  R.  E.  Kennington  Mr.  R.  M.  Thompson 

Mr.  G.  Irving  Latz  Mr.  John  C.  Watson 

Mr.  Fred  Lazarus,  Jr.  Mr.  Oscar  Webber 

Mr.  Ward  Melville  Mr.  Elmer  F.  Wieboldt 

Mr.  Irwin  D.  Wolf 
Mr.  David  E.  Moeser  (Ex-Officio) 

Platform  Committee  on  Advertising  Standards 
•Mr.  Wm.  H.  McLeod,  Mr.  David  Ovens 

Chairman  Mr.  Harry  Schwartz 

Mr.  R.  G.  Campbell  Mr.  William  B.  Thalhimer 

Mr.  Walter  T.  Grosscup  Mr.  David  E.  Moeser 

Mr.  Albert  D.  Hutzler  (Ex-Officio) 

Platform  Committee  on  Merchandise  Standards 

•Mr.  Harold  W.  Brightman,  Mr.  Arthur  C.  Kaufman 

Chairman  Mr.  J.  P.  Margeson 

Mr.  Robert  Blum  Mr.  D.  M.  Nelson 

Mr.  C.  W.  Dorn  Mr.  Benjamin  F.  Sisson 

Mr.  Frank  R.  Jelleff  Mr.  David  E.  Moeser 

(Ex-Officio) 

Platform  Committee  on  Vendors  Relations 
*Mr.  Irwin  D.  Wolf,  Chairman  Mr,  B.  Earl  Puckett 
Mr.  F.  W.  Aldred  Mr.  Walter  N.  Rothschild 

Mr.  Oswald  W.  Knauth  Mr.  Victor  W.  Sincere 

Mr.  Arthur  K.  Kramer  Mr.  F.  Frank  Vorenberg 

Mr.  Morton  J.  May  Mr.  David  E.  Moeser 

(Ex-Officio) 

^Executive  Committee. 

These  Committees,  appointed  by  your  President, 
constitute  a  fair  and  representative  cross  section  of 
the  membership.  They  are  made  up  of  retailers  small 
and  large,  representative  of  different  types  of  stores, 
as  well  as  all  geographical  sections  of  the  country. 

The  task  of  these  Committees  will  not  be  easy. 
Certainly  it  is  in  keeping  with  the  magnitude  of  the 
objective — A  Platform  for  Retailing. 

***** 

We  earnestly  utge  all  members  to  lend  their 
wholehearted  cooperation  and  support  to  their  fel¬ 
low  members  serving  on  these  various  Committees. 

Members  will  be  kept  informed  from  time  to 
time  as  to  the  progress  of  this  work. 

The  Tydings-Miller  Bill 

Your  National  Association  joined  forces  with  rep¬ 
resentatives  of  agricultural  and  consumer  groups 
in  voicing  its  opposition  to  the  Tydings-Miller  Bill 
at  the  recent  hearings  on  this  Measure  held  by  a  sub¬ 
committee  of  the  House  Interstate  and  Foreign  Com¬ 
merce  Committee. 

This  Bill — by  amending  the  Anti-Trust  Laws — 
would  legalize  the  fixing  of  retail  prices  by  manufac¬ 
turers  on  trade-marked  or  branded  goods  sold  in  in¬ 
terstate  commerce  for  resale  to  the  ultimate  consum¬ 
er  in  states  having  so-called  Fair  Trade  Practice  Acts. 
***** 

The  arguments  against  retail  price  fixing  by 
manufacturers  are  too  well  known  by  members  to  re¬ 
quire  restatement  again  at  this  time.  Th6  unfortu¬ 
nate  experiences  of  many  industries  wifh  absolute 
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price  fixing  provisions  under  the  defunct  N.  R.  A. 
proved  their  economic  unsoundness. 

•  •  •  •  * 

The  Tydings-Miller  Bill  is  particularly  danger¬ 
ous,  because  it  would  legalize  in  interstate  commerce 
the  fixing  of  prices  in  states  which  may  in  the  future 
enact  so-called  Fair  Trade  Acts.  This  virtually  means 
the  “signing  of  a  blank  check”  for  such  legislation 
on  a  national  scale.  For  what  assurance  have  con¬ 
sumers  and  retailers  as  to  the  scope  and  character 
of  such  statutes  as  may  be  enacted  by  the  various 
states  in  the  future? 

•  •  •  •  • 

Like  the  Robinson-Patman  Act  this  Bill  is  po¬ 
litically  popular  and  stands  a  chance  of  enactment 
at  the  present  session.  In  the  event  of  its  passage, 
we  predict  that  nationally  advertised  and  trade- 
marked  goods  will  suffer  a  decline  in  consumer  de¬ 
mand,  and  private  brands  will  win  favor  with  the 
public. 

•  *  •  »  • 

Progressive  American  retailers  are  not  going  to 
permit  certain  manufacturers  to  run  their  businesses; 
and  intelligent  American  consumers  are  not  going  to 
pay  an  extra  toll  for  the  privilege  of  buying  trade¬ 
marks  and  advertised  brands. 

We  think  that  the  consumer  will  decide  the  fate 
of  this  Bill  in  the  event  of  its  enactment. 

The  George-Deen  Act 

The  final  session  of  the  Twenty-Sixth  Annual  Con¬ 
vention  of  your  Association  was  devoted  to  a  dis¬ 
cussion  of  vocational  education  in  retailing,  with 
.  particular  emphasis  on  the  George-Deen  Act. 

This  Law — which  authorizes  an  annual  allot¬ 
ment  of  $1,200,000  to  the  states,  beginning  July  1, 
1937,  for  the  teaching  of  distributive  occupational 
subjects  in  evening  and  part-time  classes  for  those 
employed  in  distributive  occupations — becomes  effec¬ 
tive  on  July  1,  1937. 

In  accordance  with  the  sense  of  this  session  of 
the  Convention,  your  President  has  communicated 
with  the  President’s  Commission  on  Vocational  Edu¬ 
cation  to  the  effect  that  this  Law  meets  with  the  ap¬ 
proval  of  the  membership  of  this  Association,  which 
is  sympathetic  with  the  cause  of  intelligent  vocational 
training  for  our  distributive  trades. 

«  «  «  •  « 

There  is  a  danger,  however,  that  unless  members 
of  the  retail  dry  goods  craft  and  their  local  and  state 
secretaries  take  steps  to  secure  a  prorated  allotment 
of  this  appropriation  for  their  respective  states  or 
communities  that  others  engaged  in  distributive  ac¬ 
tivities  of  one  sort  or  another  may  be  the  sole  bene¬ 
ficiaries  of  the  Act. 

More  detailed  information  regarding  the  provi¬ 
sions  of  this  Law  in  its  application  to  retail  distribu¬ 
tion  and  the  procedure  to  be  foUowed  in  obtaining 
maximum  benefits  from  an  intelligent  administration 
of  the  appropriation  for  distributive  occupations 
have  appeared  in  previous  issues  of  The  Bulletin. 
If  in  need  of  additional  information  we  suggest  that 


you  write  to  the  Headquarters’  Office  of  your  National 
Association. 

If  interested — do  it  now.  The  time  is  short! 

Proposed  Procedure  for  Garment  Returns 

Perhaps  few  problems  in  the  field  of  vendors’^ 
relations  have  created  more  trying  and  vexing 
situations  than  has  the  subject  of  returned  goods  in 
the  garment  industry. 

Because  of  this  condition  the  Vendors’  Relations 
Committee  of  your  National  Association,  under  the 
Chairmanship  of  Irwin  D.  Wolf,  has  held  several 
meetings  with  representatives  of  the  apparel  indus¬ 
tries  for  the  purpose  of  preparing  a  program  of  pro¬ 
cedure  in  the  handling  of  returned  goods  which 
would  be  fair  and  equitable  to  both  manufacturer 
and  retailer. 

As  the  result  of  these  deliberations  the  following 
proposals  are  submitted  to  the  members  of  the  Na¬ 
tional  Retail  Dry  Goods  Association  for  their  consid¬ 
eration.  Chairman  Wolf  and  his  colleagues  earnestly 
invite  the  comments  and  suggestions  of  all  members 
to  these  proposed  rules  which  simultaneously  are  re¬ 
ceiving  careful  study  by  members  of  the  apparel  in¬ 
dustries  which  come  within  their  scope. 

The  program  of  procedure  is  as  follows: — 

1 — That  return  of  merchandise  from  retailer  to 
vendor  should  be  made  only  where  it  is  alleged  that 
the  merchandise  is  defective  in  workmanship  or 
material,  has  not  been  delivered  as  agreed  upon  or 
for  the  non-conformity  of  any  of  the  conditions  of 
the  order;  that  such  returns  shall  be  made  within  five 
working  days  after  the  receipt  of  the  merchandise 
unless  for  good  reason  such  a  return  within  said  five 
days  is  neither  practical  nor  reasonable.  Failure  to 
return  within  the  said  five  days  shall  place  the  bur¬ 
den  of  proof  of  the  reasonableness  of  such  failure 
on  the  vendee.  Returns  which  are  made  because  of 
alleged  defects  in  the  merchandise  with  respect  to, 
but  not  limited  to,  alleged  defects  in  workmanship, 
material,  fit,  etc.,  not  discoverable  by  ordinary,  usual 
inspection,  may  be  made  at  any  time  that  such  de¬ 
fects  are  actually  discovered. 

2 — That  retailers  in  fairness  to  their  vendors  in 
making  returns  of  merchandise  to  their  vendors  be¬ 
cause  of  alleged  defects,  should  advise  the  said  ven¬ 
dors  in  writing  as  to  the  reason  of  any  returns  made 
and  as  to  the  alleged  nature  of  the  defects. 

3 — That  in  the  event  that  the  vendor  to  whom 
such  return  is  made  feels  aggrieved  because  he  feels 
that  such  return  is  unjust  or  unwarranted,  it  is  rec¬ 
ommended  that  the  retailer  agree  to  submit  the  ques¬ 
tion  of  the  justification  for  the  return  to  arbitration. 

4 — That  such  arbitration  should  be  referred  to  a 
representative  chosen  by  the  manufacturer  and  a 
representative  chosen  by  the  retailer,  and  in  the 
event  that  these  two  arbiters  fail  to  agree,  they  should 
choose  a  third  impartial  individual  to  serve  in  mak¬ 
ing  the.  decision.  The  National  Retail  Dry  Goods 
Association  will  endeavor  to  make  available  to  re¬ 
tailers  a  panel  of  properly  informed  individuals  from 
which  panel  retailers  may  choose  an  arbiter  if  they 
so  desire,  or  they  may  choose  an  arbiter  not  listed  on 
such  panel. 
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5 —  While  the  majority  of  disputed  returns  are 
probably  on  individual  items,  at  times  large  quanti¬ 
ties  of  merchandise  and  a  considerable  sum  of  money 
may  be  involved,  in  which  event  it  is  suggested  that 
if  arbitration  is  agreed  upon  the  matter  in  con¬ 
troversy  be  submitted  to  the  Ameriean  Arbitration 
Sueietv,  and  that  it  follow  the  course  of  the  regular 
formal  procedure  of  that  organization. 

6 —  That  in  the  event  of  arbitration  it  is  hoped 
that  any  decision  will  not  in  any  way  impair  the  rela¬ 
tions  between  the  retailer  and  vendor  involved  and 
that  both  parties  thereto  will  accept  the  decision  of 
the  arbiters  as  fair  and  final. 

7 —  It  is  believed  that  in  this  way  returns  involv¬ 
ing  non-agreement  will  be  reduced  to  a  minimum 
and  that  in  such  cases  they  will  be  settled  promptly, 
economically,  and  fairly  to  the  advantage  of  vendors 
and  retailers  generally. 


under  way.  This  study,  as  in  the  past,  is  sponsored 
and  financed  by  your  Association.  It  deserves  the 
wholehearted  support  of  all  members. 

The  Annual  Harvard  Report  is  of  value  not  only 
to  our  members  but  to  such  outside  individuals  and 
groups  as  legislators,  economists,  teachers  and  manu¬ 
facturers  to  whom  it  represents  an  impartial  picture 
of  operating  costs  and  results  in  retail  institutions. 

*  «  »  «  « 

A  departure  from  previous  years  was  the  joint 
mailing  of  the  Harvard  and  Controllers’  Congress 
questionnaires.  Additional  copies  may  be  obtained 
from  the  Manager  of  the  Controllers’  Congress.  Many 
stores  have  already  indicated,  in  response  to  a  postal 
card  query,  their  intention  to  contribute  to  these 
valuable  studies.  Those  who  have  not  as  yet  replied 
should  do  so  at  once.  Remember — every  precaution 
is  taken  to  keep  your  figures  strictly  confidential. 


These  proposals  are  an  attempt  to  solve  the  prob¬ 
lem  of  disputed  returns  in  the  apparel  industries  with 
the  least  friction  and  with  the  best  possibility  of  a 
fair  and  equitable  determination  of  the  rights  of  the 
parties  involved  in  each  transaction.  If  this  objec¬ 
tive  be  accomplished  by  their  general  adoption,  then 
the  efforts  of  both  representatives  of  your  own  Asso¬ 
ciation  and  the  apparel  industries  will  not  have  been 
in  vain. 

May  we  have  your  reaction  to  these  recommen¬ 
dations  at  your  earliest  convenience? 


Our  Annual  Operating  Studies  Under  Way 

The  “1936  Departmental  Merchandising  and  Op¬ 
erating  Results”  Study  conducted  by  our  Control¬ 
lers’  Congress  is  now  under  way. 

It  is  planned  to  make  the  report  this  year  more 
complete  than  any  previous  study  in  response  to 
members’  requests  for  more  data.  The  new  report 
will  present  merchandising  and  operating  figures  for 
10  additional  department  classifications.  This  will 
bring  the  number  of  such  groupings  to  84.  The 
changes  will  affect  primarily  the  appliance  section, 
ready-to-wear,  and  the  basement  or  underpriced 
divisions. 

For  the  first  time,  the  report  is  to  contain  infor¬ 
mation  on  the  ratio  of  sales  in  leased  departments 
to  total  store  sales. 

This  survey  to  be  of  maximum  value  to  all  mem¬ 
bers,  however,  must  be  truly  representative.  Every 
store  should  therefore  contribute  its  figures  to  be  in¬ 
cluded  in  the  compilation. 

«  «  •  •  • 

The  “Operating  Results  of  Department  and 
Specialty  Stores  in  1936,”  the  product  of  the  Bureau 
of  Business  Research  of  Harvard  University,  is  also 


These  Annual  Operating  Studies  are  assuming 
an  increasing  importance,  and  should  be  of  greater 
assistance  to  stores  in  the  period  ahead.  Rising  costs 
cannot  be  entirely  offset  by  higher  prices.  Profitable 
operations  will  depend  upon  improving  past  per¬ 
formances  and  more  constructive  planning.  These 
Studies  will  help  show  the  way.  Stores  must  there¬ 
fore  cooperate  to  make  the  results  more  representa¬ 
tive. 

Those  who  have  cooperated  in  the  past  need 
not  be  urged  now.  Others  owe  it  to  themselves  and 
the  craft  to  cooperate  in  1937. 

Watch  March  Issue  for  Legislative  Review 

Although  Congress  has  been  in  session  over  a 
month  and  a  half,  the  legislative  mills  have  been 
grinding  slowly.  There  is  apt  to  be  a  slowing  up  in 
the  enactment  of  important  federal  legislation  until 
some  definite  determination  seems  likely  on  the 
President’s  proposal  to  the  Congress  for  a  revision 
of  the  Federal  Judiciary.  For  it  must  be  apparent 
to  all  that  the  final  disposition  of  the  proposal  of 
the  President  to  enlarge  the  Supreme  Court  of  the 
United  States  at  this  time  will  have  a  profound  effect 
upon  the  course  of  various  legislative  measures  before 
the  present  session  of  the  Congress. 

We  have  been  informed  that  since  the  convening 
of  the  present  Congress  there  have  been  intro¬ 
duced  approximately  150  bills  of  direct  or  indirect 
interest  to  retailers. 

In  the  March  issue  of  The  Bulletin  there  will 
appear  a  detailed  analysis  of  the  more  important 
bills  of  interest  to  our  members,  accompanied  by  a 
statement  of  the  position  of  the  Association  towards 
these  measures. 

Watch  for  that  issue  of  The  Bulletin! 
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4  STEPS  to 
Lower  Compensation 

Insurance  Costs 


—  which  saves  you  from  helping  pay  for 
the  careless,  needless  accidents  of  others. 


LiBERnr 


2  EFFECTIVE  LOSS  PREVENTION 


—  which  means  lower  rates  and  lower 
miums  for  you. 


—  through  fully  equipped  branch  offices  and 
trained  specialists  which  cuts  red  tape  and  re¬ 
duces  selling  costs. 


SELECTION  OF  RISKS 
LOSS  PREVENTION 

direct  dealing 
CASH  dividends 


4  CASH  DIVIDENDS 


—  which  have  totaled  more  than  50  million 
dollars  and  would  have  saved  you  20%  of  the 
annual  cost  of  your  insurance. 


Because  this  company  has  lower  losses  and 
expenses,  it  can  give  safe  protection  at 
lower  cost.  Liberty  Mutual  has  Assets  of 
$43,214,946;  Liabilities  of  $34,311,680;  Surplus 
Funds,  including  investment  and  contingency 
reserves,  of  $8,903,266  (June  30,  1936).  .  .  . 
Dollar  for  dollar,  it  is  one  of  the  strongest 
insurance  companies  in  America  and  its  dividend 


earning  record  provides  a  great  extra  margin  of 
security,  as  well  as  a  proved  method  for  re¬ 
ducing  the  cost  of  insurance.  .  .  .  Leading 
department  stores  throughout  the  country 
are  insured  by  the  Liberty  Mutual.  We  would 
welcome  an  opportunity  to  review  your  lia¬ 
bility  insurance  and  show  you  how  we  believe 
we  can  assist  you  to  reduce  its  cost. 


uberty 


mutual 


INSURANCE^=^COMPANY 


31  St.  James  Avenue,  Boston 

Libeny  Mutual  writes  Workmen’s  Compensation,  Public  Liability,  Auto¬ 
mobile,  Burglary,  Elevator,  Plate  Glass  and  other  forms  of  casualty  in¬ 
surance;  also  Fidelity  and  Forgery  Bonds.  All  forms  of  fire  insurance  written 
through  our  associate  company  United  Mutual  Fire  Insurance  Company. 

Nation  Wide  Service  ^ 


/ 
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The  Value  of  Cooperation 

BY  CHANNING  E.  SWEITZER,  Managing  Director 
National  Retail  Dry  Goods  Association 


Mr.  Sweitzer  discusses  here  several  developments 
which  retailers  can  hest  study  and  deal  with  through 
the  widespread  cooperative  groups,  loeal  and  nation¬ 
al,  which  serve  them:  taxation;  the  consumer  move¬ 
ment;  and  credit  business  development.  He  discusses 
also  the  Association's  Platform  governing  the  rela¬ 
tions  of  retailers  with  government,  consumers,  em¬ 
ployees  and  vendors. 


An  address  delivered  before 
The  Federated  Council  of  Re¬ 
tailers,  Pittsburgh,  Pa. 

NO  man  is  sufficient  unto  him¬ 
self  ;  nor  is  any  individual 
business  unit,  any  industry  or 
any  craft  sufficient  unto  itself.  We 
are  living  today  in  an  era  of  com¬ 
plex  and  unprecedented  economic 
and  social  problems,  which  makes 
cooperation  among  men,  businesses 
and  even  nations  imperative  in  the 
sound  and  satisfactory  solution  of 
today’s  problems. 

A  little  over  a  quarter  of  a  cen¬ 
tury  ago,  we  had  no  great  national 
retail  associations  in  this  country 
such  as  we  have  today.  We  had  no 
state  merchant  associations ;  and 
few — if  any — local  retail  groups 
such  as  are  gathered  here  tonight  to 
consider  how  they  can  best  improve 
their  respective  retail  crafts  and 
solve  their  common  problems 
through  joint  cooperative  action. 

But  this  lack  of  retail  organiza¬ 
tions  during  the  first  decade  of  this 
century  is  not  surprising.  It  was 
the  growth  of  this  nation ;  the  devel¬ 
opment  of  large  urban  communities ; 
the  progress  in  industrial  sciences; 
mass  production;  rapid  transporta¬ 
tion;  almost  miraculous  methods  of 
communication ;  the  use  of  electricity 
for  home  consumption;  the  popular 
use  of  the  automobile,  telephone,  the 
radio;  and  new  standards  of  living 
in  our  home  and  social  lives — which 
have  turned  distribution  today  into 
a  complex  business  challenging  the 
very  best  brains  and  ability  for  its 
successful  performance;  and  calling 
for  cooperation  for  the  solution  of 
many  of  its  most  important  prob¬ 
lems. 

Now,  what  are  the  media  at  the 
disposal  of  all  retailers — small  and 


large — through  which  cooperative 
efforts  and  joint  action  may  be 
achieved  whenever  the  necessity 
arises?  They  are  the  national,  state 
and  local  merchants’  associations 
which  are  truly  representative  of  the 
views  and  interests  of  their  mem¬ 
bers  and  are  able  at  all  times  to  take 
prompt  and  effective  action  in  see¬ 
ing  that  the  welfare  of  their  respec¬ 
tive  crafts  is  preserved  and  ad¬ 
vanced  along  sound  and  economic 
and  constructive  lines. 

I  am  happy  to  say  that  the  Com¬ 
monwealth  of  Pennsylvania  has  such 
an  organization  under  the  able  lead¬ 
ership  of  Bill  Hager  of  Lancaster, 
and  I  am  pleased  to  find  in  the  City 
of  Pittsburgh  local  associations  and 
groups  representative  of  every  im¬ 
portant  division  of  retailing.  We 
have  national  organizations  and  the 
National  Retail  Dry  Goods  Associa¬ 
tion  with  which  I  am  associated  is 
one  of  them. 

Taxation 

One  of  the  prime  and  most  out¬ 
standing  objectives  of  every  worth¬ 
while  business  group  should  be  to 
see  that  the  public  and  its  members 
are  subjected  only  to  reasonable  and 
justifiable  taxation. 


The  problem  of  taxation  is  one 
which  we  shall  always  have  with  us. 
We  must  be  for  sound  taxation.  The 
exf)enses  of  government  devoted  to 
the  public  welfare  must  be  paid.  But 
there  is  a  maximum  above  which 
those  expenses  cannot  rise  without 
serious  consequences  to  business  and 
to  the  purchasing  power  of  the  con¬ 
sumer.  We  must  make  every  effort 
to  avoid  not  reaching — ^but  even  ap¬ 
proaching — that  limit  in  the  cost  of 
administering  the  Federal,  State  and 
local  divisions  of  our  government. 

If  the  ever-rising  cost  of  govern¬ 
ment  is  to  be  checked — a  three-fold 
task  must  be  performed;  First,  all 
unnecessary  governmental  services 
and  functions  must  be  discontinued ; 
secondly,  administrative  reforms 
must  be  effected  which  will  make 
possible  the  performance  of  needed 
services  at  greater  efficiency  and 
lower  cost ;  and  thirdly,  direct  taxa¬ 
tion  —  even  though  nominal  in 
amount — must  be  levied  upon  all  in¬ 
habitants  of  this  country  receiving 
income  in  order  that  they  may  be 
conscious  of  the  cost  of  government 
and  be  required  to  meet  their  share 
of  its  obligations  knowingly, 

I  have  long  advocated  that  the 
Federal  Income  Tax  base  should  be 
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broadened  so  as  to  include  all  those 
having  even  the  smallest  incomes. 
Not  only  would  this  make  millions 
of  our  citizens  tax  conscious,  but  it 
would  prevent  the  evasion  of  small 
income  tax  payments — so  prevalent 
today — on  the  part  of  those  whose 
incomes  would  justify  their  paying 
such  a  direct  levy;  but  who  do  not 
do  so. 

We  need  not  worry  about  direct 
tax  burdens — they  are  always  poli¬ 
tically  unpopular;  and  if  unreason¬ 
able  will  be  reduced  or  shortlived. 

It  is  the  invisible  and  indirect  tax 
burden  which  constitutes  the  great¬ 
est  danger  in  our  entire  system  of 
taxation.  It  is  those  taxes  which 
taxpayers  pay  daily — without  being 
fully  conscious  of  doing  so — in  the 
purchase  of  goods  constituting  the 
very  necessities  of  life. 

In  the  field  of  Federal  Taxation 
alone,  we  are  told  that  in  1929  the 
invisible  taxes  comprised  30  per  cent 
of  the  national  revenue,  while  in 

1935  they  were  60  per  cent  of  the 
national  revenue;  and,  I  dare  say 
that  if  figures  were  available  for 

1936  they  would  be  even  higher. 

The  following  statistics  presented 

before  the  United  States  Senate  Fi¬ 
nance  Committee  on  August  6,  1935, 
will  serve  to  indicate  to  you  the 
rapid  rise  of  insidious  invisible  tax- 
,es: 

For  the  year  1932  the  Federal 
Government  collected  $780,703,659 
^  in  invisible  taxes  or  $25.35  per  fam¬ 
ily;  in  1933  it  collected  $1,068,901,- 
635,  or  $35.01  per  family;  for  the 
year  1934,  $1,992,051,345,  or  $63- 
24  per  family;  and  in  1935  it  col¬ 
lected  $2,232,402,340,  or  $69.98  per 
family.  Bear  in  mind  that  these  fig¬ 
ures  deal  only  with  invisible  Federal 
revenue  and  do  not  include  the  rapid 
rise  of  invisible  taxes  levied  by  our 
state  and  local  governments  during 
the  same  period  of  time. 

Let  us  view  the  Federal  Tax  situ¬ 
ation  from  another  angle.  At  the 
height  of  prosperity  in  1929,  our  na- 
•  tional  income  was  estimated  at  $81,- 
000,000,000,  and  the  tax  bill  for 
that  year  was  $10,000,000,000  in¬ 
cluding  local,  state  and  federal  taxes. 
This  represented  about  12j4%  of 
national  income.  The  low  point  of 
'  national  income  was  reached  in 
.  1932,  the  figure  being  $39,500,000,- 
000.  The  tax  collections  for  that 
year  were  $7,500,000,000  or  about 
19%.  In  1936,  the  estimated  nation¬ 
al  income  was  $58,000,000,000.  The 
tax  bill  was  $10,500,000,000  and  the 
ratio  approximately  18%. 

During  1937  it  is  estimated  that 


the  national  income  will  increase  to 
$66,000,000,000  and  keeping  before 
us  the  new  Federal  Budget  contem¬ 
plating  $7,000,000,000  of  Federal 
taxation,  it  is  probable  that  the  coun¬ 
try’s  total  tax  liability  for  the  vear 
1937  will  be  $14,000,000,000'  or 
about  20%.  In  view  of  the  fact  that 
the  Federal  Budget  must  be  bal¬ 
anced  and  realizing  that  after  that  is 
accomplished  —  the  national  debt 
must  be  reduced  through  an  excess 
of  income  over  current  expenditures 
in  each  year;  there  is  little  doubt 
that  we  are  to  live  with  a  situation 
for  a  number  of  years  to  come  in 
which  about  one-fifth  of  our  national 
income  will  be  required  to  pay  for 
the  cost  of  government.  Compare 
this  with  the  ratio  for  1929  and 
also  the  ten-year  period  preceding  in 
which  the  tax  bill  was  only  12%% 
of  income  and  you  have  before  you 
the  realistic  problem  that  business 
must  face. 

Several  years  ago  I  calculated  the 
part  of  the  country’s  total  tax  bill 
paid  by  the  retailers  of  the  country, 
and  I  found  that  at  that  time  the  re¬ 
tailers  of  the  country  paid  1/lOth  of 
the  total  of  all  Federal,  State  and 
local  taxes.  So,  on  the  basis  of  that 
figuring  the  retailers  of  the  country 
will  have  a  tax  bill  of  nearly  1% 
billion  dollars  during  the  year  1937. 
You  here  tonight,  a  good  cross-sec¬ 
tion  of  retailing,  have  a  challenge 
to  think  cooperatively  about  this  tax 
problem. 

1936  Revenue  Act 

Now,  the  1936  Federal  Revenue 
Bill  introduced  a  very  novel  feature 
of  taxation.  I  refer  to  the  surtax 
on  undistributed  profits,  which, 
when  it  was  first  proposed,  was  to 
take  the  place  of  corporation  income, 
capital  stock,  and  excess  profits  tax¬ 
es.  Some  favor  it  as  originally  pro¬ 
posed,  others  do  not  agree  with  it. 

The  Taxation  Committee  of  the 
National  Retail  Dry  Goods  Associ¬ 
ation  of  which  Jay  Iglauer  is  Chair¬ 
man,  spent  a  great  deal  of  time  and 
study  on  this  1936  Revenue  Act. 
The  Committee  w’as  realistic,  and 
developed  some  thoughts  with  rela¬ 
tion  to  the  Act  as  it  now  stands  and 
the  effects  certain  provisions  un¬ 
doubtedly  will  have  on  future  cor¬ 
porate  growth — ^particularly  the 
growth  of  small  business  corporat- 
tions. 

Our  Committee  presented  a  num¬ 
ber  of  recommendations  to  our  recent 
Convention  which  I  hope  will  have 
the  approval  of  every  retail  organi¬ 
zation  in  the  United  States. 


Recommended  Amendments 

1.  The  National  Retail  Dry 
Goods  .Association  recommends  the 
amendment  of  the  1936  Revenue 
.Act  covering  the  tax  on  undis¬ 
tributed  earnings, 

(a)  To  provide  that  corpora¬ 
tions  with  impaired  capital  lie  not 
penalized  for  failure  to  distribute 
earnings. 

(b)  To  provide  that  corpora¬ 
tions  lie  not  penalized  for  failure 
to  distribute  earnings,  the  dis¬ 
tribution  of  which  would  violate 
state  laws  or  the  existing  charter 
or  by-laws  of  a  corporation. 

2.  The  Association  urges  an 
amendment  to  provide  an  exemption 
to  permit  a  reasonable  portion  of 
earnings  to  be  retained  in  the  busi¬ 
ness  for  present  needs  and  future 
expansion. 

3.  The  Association  recommends 
that  the  status  of  debt-ridden  corpo¬ 
rations  with  respect  to  covenants  re¬ 
quiring  the  payment  of  interest  and 
principal  of  debts  before  declaration 
of  dividends,  should  be  clarified  so 
as  to  include  such  payments  within 
the  exemption  provisions  now  con¬ 
tained  in  the  Revenue  Act  of  1936. 

4.  The  Association  urges  that  the 
provisions  of  the  tax  on  undis¬ 
tributed  earnings  as  they  affect  cor¬ 
porations  with  smaller  earnings  be 
clarified  to  make  easier  the  applica¬ 
tion  and  computation  of  the  specific 
credits  to  which  such  corporations 
are  now  entitled.  This  should  be  of 
special  interest  to  most  of  you  here 
tonight. 

5.  The  Association  urges  an 
amendment  of  the  Revenue  Act  of 
1936  to  provide  a  reasonable  time 
after  the  close  of  the  taxable  period 
of  a  corporation  within  which  time 
the  corporation  shall  have  opportu¬ 
nity,  without  incurring  the  penalty 
now  provided  in  the  law,  to  deter¬ 
mine  the  amount  of  its  earnings  and 
to  pay  to  the  distributees  the  amount 
to  be  determined  as  dividends. 

6.  It  was  approved  that  through 
the  use  of  a  questionnaire  or  other 
method  of  fact  finding,  data  be  as¬ 
sembled  from  the  individual  mem- 
Ijers  of  the  Association  or  other 
sources  with  relation  to  the  laws  of 
each  state  involving  the  payment  of 
dividends  and  the  discriminatory 
effect  upon  our  members  due  to  the 
failure  of  the  law  to  grant  exemption 
in  some  degree  in  some  states  to 
those  corporations  which  have 
suffered  capital  impairment,  to  the 

(Continued  on  page  136) 
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Minimizing  Tax  Burdens  on  Corporations 


BY  CHARLES  F.  SCOTT 
Tax  Consultant 


Corporations  with  a 
net  taxable  profit  of 

Paying  no  Dividends 
Will  pay  Normal  and 
Undistributed  Profits 
Taxes  of 

Percentage  of  the 
Aggregate  of  the 
Two  Taxes  to  the 
Net  Profit 

$10,000.00 

$2,082.00 

21% 

20,000.00 

5,236.00 

26% 

30,000.00 

8,493,50 

28% 

40,000.00 

11,751.00 

29% 

50,000.00 

15,163.50 

30% 

60,000.00 

18,532.80 

31% 

80,000.00 

25,017.80 

31% 

100,000.00 

31,502.80 

31% 

150,000.00 

47,715.30 

32% 

200,000.00 

63,927.80 

32% 

500,000.00 

161,202.80 

32% 

1,000,000.00 

323,327.80 

32% 

The  Revenue  Act  of  1936,  to¬ 
gether  with  the  provisions  of 
previous  revenue  acts,  still  in 
effect,  impose  on  corporations  a 
graduated  normal  tax,  a  capital  stock 
tax,  an  excess-profits  tax,  a  special 
surtax  on  profits  not  paid  out  as 
dividends  to  the  stockholders,  a 
heavy  surtax  on  corporations  classed 
as  personal  holding  corporations,  an 
individual  surtax  on  corporations 
improperly  accumulating  surplus  l)e- 
yond  the  reasonable  needs  of  the 
business,  a  heavy  tax  on  unjust  en¬ 
richment  and  a  variety  of  excise 
taxes,  all  of  which  add,  either  di¬ 
rectly  or  indirectly  to  the  tax  bur¬ 
den  of  practically  every  taxpayer 
throughout  the  country. 

A  full  discussion  of  all  of  these 
taxes  and  the  possible  savings  which 
may  be  derived  by  the  various  legal 
means  often  open  to  the  taxpayer 
would  fill  a  large  lK)ok  and  even  then 
certain  statements  would  have  to  be 
made  for  the  sake  of  brevity.  It  is 
necessary,  therefore,  to  confine  our 
present  discussion  to  the  most  im¬ 
portant  questions  involved.  To  most 
corporations  such  questions  will  be 
related  to  the  graduated  normal  in¬ 
come  tax  and  the  surtax  on  undis¬ 
tributed  profits  which  have  been  re¬ 
tained  in  the  business  and  not  paid 
out  as  dividends  to  the  stockholders. 

A  great  majority  of  the  total  cor¬ 
poration  capital  in  this  country  is 
represented  by  corporations  capital¬ 
ized  for  less  than  two  million  dollars 
each.  These  corporations  pay  most 
of  the  total  corporation  income  taxes 
that  are  paid  each  year. 

Many  corporation  executives, 
particularly  those  in  the  smaller  cor- 
Ix)rations,  requiring  .the  money  for 
the  development  and  operation  of 
their  businesses,  cannot  afford  to 
pay  out  all  profits  as  cash  dividends, 
rhese  executives,  therefore,  will  be 
interested  to  know  that  if  they  are 
fortunate  enough  to  inake  profits  but 
fail  to  distribute  all  such  profits, 
either  in  cash,  property,  obligations 
of  the  corporation,  or  certain  stock 
dividends  which  will  be  taxable  to 
the  recipient  shareholders,  the  Gov¬ 
ernment  will  claim  up  to  approxi¬ 
mately  thirty  per  cent  of  that  profit 
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in  income  and  undistributed  profits 
taxes. 

The  total  amounts  of  these  two 
taxes  vary  under  different  circum¬ 
stances.  The  following  table  will 
show  the  amounts  of  the  two  taxes 
on  varying  taxable  incomes,  and  the 
fXTcentages  of  the  total  of  the  two 
taxes  to  the  income  in  cases  where 
no  dividends  are  declared.  These 
taxes  and  percentages  do  not  include 
capital  stock  taxes  which  nearly  all 
active  corporations  have  to  pay,  or 
any  excess  profits  taxes,  excise  tax¬ 
es  or  surtaxes  which  apply  to  many 
companies. 

It  is  shown  in  the  foregoing  table 
that  while  the  total  amount  of  the 
two  taxes  increase  as  the  net  taxable 
profit  increases,  the  percentage  of 
the  total  taxes  to  the  total  taxable 
profit  does  not  vary  to  a  great  ex¬ 
tent,  after  reaching  a  net  taxable 
profit  of  $20,000.00.  The  total  tax 
is  26%  on  a  taxable  profit  of 
$20,000.00,  and  32%  on  a  tax¬ 
able  profit  of  $1,000,000.00.  This 
percentage  variation  is  equalized  to 
a  certain  extent  by  the  allowance  as 
a  deduction  from  the  net  profit,  of 
the  amount  of  the  normal  income 
tax,  before  computing  the  surtax  on 
undistributed  profits. 

The  answer  to  the  main  question 
as  to  how  a  corporation  can  avoid 
all  or  part  of  the  many  taxes,  is  not 
always  the  same  in  differing  cir¬ 
cumstances.  There  are  many  ways 
open  to  some  taxpayers  and  none 
open  to  others. 


For  the  reasons  of  the  more  rigid 
formality,  and  cumbersome  pro¬ 
cedure  required  in  many  of  the 
larger  corporations,  their  opportuni¬ 
ties  for  tax  avoidance  are  often 
limited  or  complicated.  In  addi¬ 
tion  to  these  reasons,  law  or  equity 
may  prohibit  certain  procedures 
whicb  are  open  to  tbe  smaller  cor¬ 
porations.  Indeed  it  would  l)e  a 
gross  injustice  if  all  the  smaller  or 
“family  type”  corporations  were 
subject  to  all  the  restrictions  which 
are  imposed  on  some  of  the  very 
large  enterprises.  The  suggestions 
for  corporate  tax  savings  which  are 
herein  presented,  therefore,  will  no 
doubt  be  more  generally  applicable 
to  corporations  capitalized  for  less 
than  two  million  dollars,  although 
some  could  be  used  to  advantage  by 
larger  corporations  and  individual 
taxpayers. 

Before  proceeding  to  specific  plans 
and  suggestions  w'hich  may  be  used 
in  legitimate  tax  reductions,  some 
consideration  should  be  given  to  the 
legality  of  tax  avoidance  and  the  ex¬ 
tent  to  which  a  taxpayer  may  go  in 
reducing  tax. 

In  United  States  v.  I sham,  17 
Wall,  496,  2  Am.  Fed.  Tax  Rep. 
2304,  the  United  States  Supreme 
Court  said:  “**if  the  device  is  car¬ 
ried  out  by  the  means  of  legal  forms, 
it  is  subject  to  no  legal  censure”. 

In  Bullen  v.  Wisconsin,  36  5*.  Ct. 
473,  240  U.  S.  625,  3  Am.  Fed.  Tax 
Rep.  2944,  the  United  States  Su¬ 
preme  Court  said :  “**when  the  law 
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draws  a  line,  a  case  is  on  one  side 
of  it  or  the  other,  and  if  on  the  safe 
side  is  none  the  worse  legally  that  a 
party  had  availed  himself  to  the  full 
of  what  the  law  p>ermits.  When  the 
act  is  condemned  as  an  evasion, 
what  is  meant,  is,  that  it  is  on  the 
wrong  side  of  the  line,  indicated  by 
the  policy  if  not  by  the  mere  letter 
of  the  law.” 

In  Weeks  v.  Sibley,  269  F.  155,  2 
Am.  Fed.  Tax  Rep.  1294,  the 
United  States  District  Court  said; 
“**the  right  to  change  the  status  of 
an  organization,  or  to  dissolve  an 
organization  in  any  legal  manner  is 
not  made  ineffectual  because  the  mo¬ 
tive  impelling  the  change  is  to  re¬ 
duce  or  avoid  taxation  in  the  fu¬ 
ture.”  “*  *  It  is  not  unnatural  that 
any  thoughtful  business  man  take 
such  steps.  It  is  altogether  different 
from  tax  dodging,  the  hiding  of  tax¬ 
able  property,  or  the  doing  of  some 
unlawful  or  illegal  thing  in  order  to 
avoid  taxation.” 

In  Gregory  v.  Helvering,  293 
U.  S.  465,  55  5-.  Ct.  266,  14  Am. 
Fed.  Tax  Rep.  1191,  the  United 
States  Supreme  Court  said :  “*  * 
the  motive  of  the  taxpayer  thereby 
to  escape  payment  of  a  tax  will  not 
alter  the  result  or  make  unlawful 
what  the  statute  allows.”  “The  legal 
right  of  a  taxpayer  to  decrease  the 
amount  of  what  would  otherwise  be 
his  taxes,  or  altogether  to  avoid 
them,  by  means  which  the  law  per¬ 
mits,  cannot  be  doubted.” 

In  Superior  Oil  Company  v. 
Mississippi,  280  U.  S.  390,  the 
United  States  Supreme  Court  said: 
“The  fact  that  it  is  desired  to  evade 
the  law,  as  it  is  called,  is  immaterial, 
because  the  very  meaning  of  a  line 
in  law  is  that  you  may  intentionally 
go  as  close  to  it  as  you  can,  if  you 
do  not  pass  it.” 

There  are  many  other  decisions 
affirming  the  reduction  of  tax  lia¬ 
bility  where  these  deductibns  are 
within  the  law.  For  the  purpose  of 
this  article  it  is  thought  that  the 
aforementioned  citations  are  suffi¬ 
cient. 

The  genuineness  of  transactions 
and  the  forms  in  which  the  trans¬ 
actions  are  consummated  are  quite 
important,  and  it  is  interesting  to 
note  what  the  Courts  have  said 
about  them.  One  important  rule  in 
applying  the  taxing  statutes  is  that 
the  Courts  will  look  through  the 
form  and  into  the  real  nature  and 
substance  of  a  transaction. 

The  Courts  show,  no  partiality  in 
the  application  of  this  rule,  but,  un¬ 
fortunately  for  taxpayers,  the  rule 


has  worked  against  them  in  frequent 
cases  for  the  simple  reason  that  the 
forms  in  which  the  business  trans¬ 
actions  were  completed  have  so  of¬ 
ten  been  accepted  as  prima  facie 
evidence  of  their  substance.  Care 
should  be  exercised  to  ascertain  that 
transactions  are  formulated  and 
completed  in  such  a  manner  as  to 
make  clear  their  substance.  Tax¬ 
payers  who  are  careless  in  matters 
of  form  have  only  themselves  to 
blame  when  the  Courts  accept  their 
transactions  for  what  they  appear 
on  the  surface  to  be,  and  then,  on 
the  basis  of  such  evidence,  render 
decisions  unfavorable  to  the  taxpay¬ 
ers. 

Close  Corporations 

Many  of  the  so-called  close  or 
family  type  corporations  are  in  fact 
partnerships  in  every  sense  of  the 
word  except  in  the  eyes  of  the  law, 
which  treats  them  as  distinct  tax  en¬ 
tities.  The  income  of  businesses 
conducted  under  this  form  of  or¬ 
ganization  is  often  subject  to  double 
taxation,  that  is,  it  is  taxed  to  the 
corporation  and  again  to  the  indi¬ 
viduals  when  it  is  paid  out  in  the 
form  of  dividends.  Under  the  1936 
Revenue  Act  this  tax  burden  has  in¬ 
creased.  So  long  as  the  corporate 
form  of  organizations  is  maintained, 
however,  this  double  tax  burden  will 
continue  to  exist  and  the  taxes  will 
probably  increase.  Under  the  sub¬ 
ject  hereinafter  regarding  “liquidat¬ 
ing  a  corporation”,  there  are  shown 
several  possible  ways  to  avoid  the 
continuous  double  taxes  imposed  on 
a  close  corporation  and  its  stock¬ 
holders. 

Regulating  Income  and  Tax 
Liability  Thereon 

The  amounts  of  the  tax  burden 
may  sometimes  be  lightened  by  the 
control  of  income.  There  are  three 
important  factors  involved  in  such 
procedures,  viz;  (1)  the  total  tax¬ 
able  income  in  a  given  taxable  year, 
which  determines  the  surtax  rates 
that  apply;  (2)  the  time  desired  to 
complete  a  particular  transaction ; 
(3)  the  manner  of  completing  the 
transaction  in  order  to  accomplish 
the  desired  tax  result.  A  pre-deter¬ 
mination  of  the  approximate  tax  lia¬ 
bility  resulting  from  a  contemplated 
transaction  is  not  only  possible  but 
in  many  cases  it  is  absolutely  neces¬ 
sary  if  the  transaction  is  to  be  con¬ 
cluded  advantageously  to  the  tax¬ 
payer.  The  following  suggestions 
should  be  recognized  as  ideas  only 
and  are  not  intended  to  constitute  a 


complete  list  of  possible  ways  to  reg¬ 
ulate  income: 

1 —  Taxpayers  having  profits  re¬ 
sulting  from  the  sale  of  securities, 
may,  near  the  end  of  the  taxable 
year,  deliberately  plan  to  sell  other 
securities  or  capital  assets  at  a  loss 
solely  to  reduce  the  amount  of  their 
otherwise  taxable  income.  This  pro¬ 
cedure  is  economically  feasible  only 
in  cases  where  a  book  loss  or  a 
shrinkage  in  market  value  has  al¬ 
ready  accrued  and  where  the  sale 
simply  reduces  to  the  status  of  a 
completed  business  transaction  the 
amount  of  the  loss  or  decline  in 
value  which  is  already  known  as  an 
established  economic  fact.  Such  de¬ 
clines  in  value  are  often  times  only 
temporary,  and  the  plan,  should  con¬ 
sider  the  reinvestment  of  the  pro¬ 
ceeds  of  the  sale.  To  establish  such 
losses  for  tax  purposes,  the  sales 
must  not  l)e  made  to  the  immediate 
members  of  the  taxpayer’s  family, 
and  the  taxpayer  must  not  repur¬ 
chase  the  same  property  within 
thirty  days  after  the  sale  of  it.  In 
the  case  of  stocks  and  securities, 
compliance  with  section  118  of  the 
Revenue  Act  of  1936  concerning 
wash  sales  is  simple,  as  all  the  tax¬ 
payer  need  do  is  to  purchase  an¬ 
other  security  of  equivalent  worth 
and  profit  possibilities. 

2 —  Taxpayers  having  losses  re¬ 
sulting  from  the  sale  of  securities 
may  find  it  advantageous  to  sell 
other  appreciated  securities  and  take 
profits,  but  only  to  the  extent  of  the 
losses.  These  securities  sold  at  a 
profit  may  be  immediately  repur¬ 
chased  and  for  the  purpose  of  a  fu¬ 
ture  sale  the  basis  of  cost  will  be  the 
higher  value.  The  wash  sale  pro¬ 
vision  does  not  apply  to  repurchase 
of  securities  sold  at  a  profit. 

3 —  If  the  taxpayer  already  has  an 
unusually  large  income  in  a  particu¬ 
lar  year,  in  addition  to  which  he  has 
an  opportunity  to  sell  certain  prop¬ 
erty  at  substantial  profits,  he  may 
defer  the  sale  to  another  taxable 
year  when  his  other  income  would 
be  less.  If  that  would  not  be  feasi¬ 
ble,  he  might  convey  the  property 
under  lease,  giving  the  lessee  and 
prospective  vendee  an  option  to  buy 
at  a  specified  future  time. 

4 —  Sales  of  property  may  be  com¬ 
pleted  on  an  installment  basis,  thus 
spreading  the  profit  on  the  sale  over 
a  period  of  several  years.  While  on 
the  subject  of  installment  sales,  it 
might  well  for  those  taxpayers 
reporting  income  on  the  installment 
plan  basis  to  review  their  method  of 
reporting  gains  covering  the  repos- 
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session  of  property  sold.  In  a  de¬ 
cision  rendered  October  7,  1936,  by 
the  U.  S.  Circuit  Court  of  Appeals 
for  the  Third  Circuit,  No.  5821,  in 
the  case  of  Boca  Ratone  Company 
V.  Commissioner,  the  Court  decided 
against  the  Government  and  re¬ 
versed  the  decision  of  the  Board  of 
Tax  Appeals,  thereby  making  a  de¬ 
cision  in  favor  of  the  taxpayer.  The 
Court  further  stated  that  the  dis¬ 
tinction  placed  between  a  sale  where 
title  passes  and  one  where  title  is 
retained  as  security  by  the  vendor, 
referred  to  in  Article  353  of  Reg. 
74,  amended  December  23,  1932, 
exceed  the  provision  of  the  statute 
(Sec.  44  (d)  of  the  1928  Act)  and 
are  invalid.  Under  the  1936  Act  the 
section  number  is  the  same  as  in  the 
1928  Act.  Under  regulations  94, 
(1936  Act),  the  new  article  number 
is  44-3. 

Where  deferred  payment  sales  of 
property  are  involved  the  terms 
should  be  so  arranged  to  come  with¬ 
in  section  44  of  the  Act  and  the  pay¬ 
ments  within  the  first  taxable  year 
should  not  exceed  30  percent.  The 
election  to  make  these  transactions 
come  within  the  installment  sales 
provisions  must  be  made  at  the  time 
of  the  sale,  but  the  election  to  re¬ 
port  the  profit  according  to  the  in¬ 
stallment  basis,  or  to  report  the  en¬ 
tire  profit  in  the  taxable  year  need 
not  be  made  until  the  return  is  pre¬ 
pared.  As  an  example  suppose  a 
taxpayer  has  sustained  capital  losses 
of  $25,000.00,  on  the  sale  of  other 
property,  he  would  not  choose  to 
report  on  the  installment  basis  and 
defer  any  gains  in  excess  of  that 
amount  on  the  sgle  of  similar  prop¬ 
erty  if  there  is  an  opportunity  of 
offsetting  these  profits  against  the 
losses  in  the  taxable  year. 

5 —  Long  term  contracts  may  also 
be  used  in  some  cases  to  divide  the 
income  over  a  period  of  several 
years,  instead  of  realizing  the  total 
taxable  income  in  one  year. 

6 —  ^There  have  been  cases  where 
the  officers  of  the  family  type  of  cor¬ 
poration  have  caused  all  or  part  of 
their  salaries  to  be  cancelled,  or  have 
caused  dividends  to  be  passed  or  re¬ 
duced  to  their  ultimate  advantage. 
Excessive  use  of  this  plan  may  ulti¬ 
mately  subject  the  corporation  to  the 
penalty  surtax  for  the  improper  ac¬ 
cumulation  of  surplus,  or  use  of  the 
corporation  to  prevent  the  imposi¬ 
tion  of  surtax  on  the  stockholders. 
This  plan  has  a  very  limited  field 
of  application,  but  it  has  a  certain 
advantage  if  reasonably  used,  as  we 
shall  see  later  on. 


7 —  Investors  may  sometimes  gain 
a  tax  advantage  by  taking  the  pre¬ 
caution  to  establish  conclusive  evi¬ 
dence  as  to  the  identity  of  particular 
lots  of  securities  sold,  and  thereby 
avoid  the  first-in,  first-out  rule. 

8 —  Corporations  declaring  divi¬ 
dends  payable  in  property  which  has 
depreciated,  or  appreciated  in  value, 
should  be  careful  of  the  form  of  the 
dividend  resolution  in  order  that  the 
appreciation  in  the  value  of  the 
property  need  not  be  taxed  to  the 
corporation,  and  that  the  loss  rep¬ 
resenting  depreciated  value,  may  be 
deducted  by  the  corporation. 

9 —  Proceeds  of  life  insurance  poli¬ 
cies  payable  to  corporations  while 
not  taxed  directly  to  the  corporation, 
are  taxable  to  the  individual  stock¬ 
holders  when  received  as  dividends 
from  the  corporation.  In  close  cor- 
jxjrations  it  may  sometimes  be  ad¬ 
vantageous  to  have  certain  individu¬ 
als  namerl  as  beneficiaries  in  order 
to  avoid  the  tax. 

10 —  In  accordance  with  article  22 
(A)  13  of  Reg.  94,  taxpayers  may 
select  the  method  of  reporting  in¬ 
come  resulting  from  the  erection  of 
buildings  on  leased  property  or  im¬ 
provements  to  leased  property.  The 
lessor  may  report  at  his  option  the 
entire  fair  market  value  of  the  build¬ 
ings  or  improvements  in  the  taxable 
year,  or  he  may  spread  over  the  life 
of  the  lease  the  estimated  depreci¬ 
ated  value  of  such  buildings  or  im¬ 
provements  at  the  expiration  of  the 
lease  and  report  as  income  for  each 
year  of  the  lease  an  aliquot  part 
thereof.  If  a  taxpayer  had  deducti¬ 
ble  losses  in  the  year,  the  exercise 
of  the  option,  whereby  the  entire 
fair  market  value  would  be  included 
in  the  taxable  year,  may  be  advan¬ 
tageous,  but  if  the  taxpayer  already 
had  a  large  income  in  the  taxable 
year,  he  may  prefer  to  spread  the 
income  over  the  life  of  the  lease. 
The  Treasury  Department  originally 
held  that  the  improvements  erected 
by  a  lessee  constituted  income  to  the 
lessor  at  the  terminations  of  the 
lease,  but  there  has  been  a  reversal 
of  this  position  as  a  result  of  several 
Court  decisions. 

Regulating  Tax  Liability  Through 
Deductions 

The  tax  burden  may  frequently  be 
lightened  by  regulating  deductions, 
and  by  exercising  care  in  taking  the 
deductions  in  the  proper  year  in  or¬ 
der  to  avoid  the  possibility  of  losing 
them  altogether.  Some  of  the  spe¬ 
cific  items  in  this  classification  are 
as  follow's: 


1 —  In  some  cases  it  may  be  to 
the  advantage  of  the  taxpayer  to 
abandon  obsolete  assets  instead  of 
selling  them  at  scrap  or  nominal 
values.  Such  losses  on  abandon¬ 
ment  are  allowed  in  full  and  are  not 
subject  to  the  restrictions  applied  to 
capital  losses  under  Sec.  117. 

2 —  When  property  is  sold  it  is 
quite  important  that  consideration 
be  given  to  the  depreciation  on  the 
property  to  the  date  of  the  sale,  in 
order  to  arrive  at  the  proper  gain 
or  loss.  The  taxable  gain  or  loss  is 
subject  to  the  limitations  placed  on 
capital  losses,  while  the  depreciation 
is  not  subject  to  this  limitation. 

3 —  There  are  cases  where  the  sale 
of  a  business  asset,  such  as  machin¬ 
ery,  truck,  or  other  equipment,  will 
result  in  a  loss  which  cannot  be  de¬ 
ducted  because  of  the  limitation  of 
$2,000.00  in  excess  of  similar  gains. 
In  these  cases  it  might  be  well  to 
consider  the  plan  of  making  an  ex¬ 
change  instead  of  a  sale,  so  that  the 
unrecognized  loss  may  be  added  as 
part  of  the  basis  for  computing  de¬ 
preciation  on  the  new  asset.  In  this 
w'ay  the  equivalent  of  the  loss  is 
spread  over  a  period  of  years  as 
depreciation. 

4 —  Bad  debts  are  allowable  as  de¬ 
ductions  in  the  year  in  which  they 
are  ascertained  to  be  worthless  and 
written  off  and  in  no  other  year.  A 
taxpayer  may  not  deduct  a  bad  debt 
at  a  time  most  convenient  to  him 
and  ignore  all  of  the  facts  and  con¬ 
ditions  to  the  contrary.  There  are 
times,  however,  that  a  taxpayer  can 
accelerate  or  retard  the  processes  of 
determination  of  a  worthless  debt. 

5 —  Corporations  should  accrue 
the  Federal  Capital  Stock  Taxes  in 
the  proper  year  even  though  the 
taxes  may  not  be  payable  until  a 
subsequent  date.  Corporations  re¬ 
porting  income  on  a  calendar  year 
basis  for  1936,  will  accrue  the  capi¬ 
tal  stock  tax  payable  in  1937. 

6 —  Corporations  substituting  in¬ 
terest  bearing  indebtedness  for  pre¬ 
ferred  stock,  may  deduct  the  inter¬ 
est  thereon  as  an  allowable  deduc¬ 
tion.  Great  care  should  be  exercised 
f)efore  this  substitution  in  order  to 
comply  with  the  law  and  the  inter¬ 
ests  of  those  concerned.  See  refer¬ 
ence  under  “reorganizations”  here¬ 
inafter  for  a  further  discussion  con¬ 
cerning  this  topic. 

7 —  Depreciation  is  an  old  topic 
but  the  law  and  regulations  are  still 
misunderstood  by  many.  Deprecia¬ 
tion  is  an  allowable  deduction  in  the 
year  when  sustained  and  in  no  other 

(Continued  on  page  139) 
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”A  Million  Americans  Go  Home” 

BY  E.  C.  MORSE 


Described  by  George  w. 

LaPoints,  Jr.,  President,  Na¬ 
tional  Lumber  Dealers’  Asso¬ 
ciation  as  “the  greatest  housing  pro¬ 
gram  of  all  time,”  the  building  of 
3000  demonstration  houses  in  1000 
communities  in  all  parts  of  the 
United  States  ready  for  display  to 
the  public  simultaneously  on  the 
first  of  May  is  of  tremendous  sig¬ 
nificance  to  retail  merchants. 

These  model  houses  are  now  being 
erected  hv  meml)ers  of  the  National 
Lumber  Dealers’  Association  under 
a  program  inaugurated  by  the  Na¬ 
tional  Lumber  Manufacturers’  Asso¬ 
ciation  and  the  National  Lumlier 
Dealers’  Association. 

They  have  been  designed  for 
mass  buying  by  people  in  the  $2500 
income  group — those  families  who 
cannot  afford  a  monthly  rental  of 
more  than  $25  to  $35  a  month  rent. 

It  is  estimated  that  there  is  an  im¬ 
mediate  market  for  450.000  homes 
’  in  this  income  group,  constituting 
in  all  its  ramifications  a  billion  dol- 
,  lar  market. 

Realizing  that  the  houses  should 
be  furnished  in  order  to  provide 
prospective  home  owners  with  a  true 
visualization  of  the  house  as  a 
“home,”  the  builders  plan  to  coop¬ 
erate  with  local  stores  in  the  various 
communities  with  a  view  toward 
proper  alignment  of  furnishings  on 
a  budget  basis.  The  potential  mar¬ 
ket  for  home  furnishings  on  the  basis 
of  the  present  program  is  illustrated 
by  the  fact  that  when  the  first  three 
experimental  houses  were  huilt  at 
Bethesda,  Maryland,  last  fall.  343 
families  immediately  signed  up  as 
being  prepared  to  buy  those  or  simi¬ 
lar  houses.  The  need  for  houses  of 
this  character  and  within  the  lower 
income  brackets  has  been  definitely 
established. 

A  coordinated  program  in  connec¬ 
tion  with  the  present  building  pro¬ 
gram  whereby  prospective  home 
buyers  will  have  made  available  to 
them  in  practical  and  convenient 
form  authentic  information  covering 
selection  of  location,  arrangement  of 
financing,  building  and  furnishing 
the  home — cannot  fail  to  wdn  wide¬ 
spread  interest,  attention  and  con¬ 
sumer  actiot\.  In  this  whole  program 
the  retailer  can  and  will  play  an 


important  role.  He  will  benefit  di¬ 
rectly  in  accordance  with  initiative, 
vision  of  the  opportunity,  and  ag¬ 
gressive  merchandising  ability  keyed 
to  the  limitations  as  well  as  the  re¬ 
quirements  of  the  lower  income 
groups. 

Plans  are  under  way  to  furnish 
prospective  visitors  to  the  demon¬ 
stration  houses  with  a  32  page 
magazine  containing  practical  and 
thorough-going  information  on 
building  and  home  furnishings.  This 
magazine  will  provide  a  medium 
through  which  over  1,000.000  pros¬ 
pective  home  owners  may  be 
reached.  Information  relative  to 
property,  finance,  type  of  house, 
etc.,  will  be  supplemented  by  arti¬ 
cles  by  leading  authorities  on  how 
l)est  to  equip  and  furnish  the  various 
rooms  in  these  particular  houses 
with  costs  on  equipment  and  decora¬ 
tive  furnishings  as  carefully  bud¬ 
geted  as  timber  and  roofing. 

For  instance,  on  March  29th,  a 
typical  “house”  will  be  displayed  at 
tiie  16th  Annual  Women’s  National 
Exposition  of  Arts  and  Industries 
in  Grand  Central  Palace,  New 
York.  The  National  Institute  of 
Interior  Decorators  has  appointed  a 
committee  of  which  Miss  Nancy 
McClelland  of  Nancy  McClelland. 
Inc.,  is  Chairman,  to  furnish  this 
house,  having  in  mind  maximum 
Ijeauty,  quality  and  value,  within 
the  income  possibilities  of  the  owner 
for  whom  the  house  is  designed. 
Thus  will  be  put  at  the  disposal  of 
stores  and  the  buying  public  a  com¬ 
pendium  of  the  best  thing  of  the 
best  minds  in  the  decorative  field. 

It  is  further  planned  to  provide 
stores  with  a  “Profit  Manual”  of 
information  regarding  the  program 
in  relation  to  its  profit  possibilities 
from  the  store  point  of  view ;  a  li¬ 
brary  of  four  or  five  slide  sound 
films  on  home  furnishings  for  pres¬ 
entation  to  store  personnel,  store 
customers,  and  consumer  groups, 
suggestions  for  advertising  copy, 
layouts,  store  displays,  etc.,  mate¬ 
rial  for  release  through  local  news¬ 
papers  and  radio  addresses,  and 
other  helpful  promotion  suggestions. 

Merchants  can  find  in  advance 
whether  any  of  the  model  houses 
are  scheduled  for  erection  in  their 


community,  and  if  so,  the  name  of 
the  lumber  dealer  sponsoring  the 
building.  If  none  are  scheduled,  the 
stores  may  be  interested  in  discuss¬ 
ing  with  their  local  lumber  dealers 
the  possibilities  of  having  such 
houses  erected. 

In  the  January  issue  of  the 
N.R.D.G.A.  Bulletin,  Mr.  Saul 
Cohn,  president.  City  Stores  Com¬ 
pany  and  Chairman,  N.R.D.G.A. 
Housing  Committee,  in  his  article 
“The  Alliance  between  Housing  and 
Retailing,”  made  six  concrete  sug¬ 
gestions  as  to  how  the  merchant  can 
secure  the  maximum  benefits  from 
the  evident  pick-up  in  housing  con¬ 
struction  and  the  current  activity  in 
the  building  of  homes.  These  sug¬ 
gestions  covered  in  brief :  Procuring 
a  housing  inventory ;  estahlishing  a 
permanent  Housing  Guild  in  the 
home  furnishings  department ;  per¬ 
sistent  publicity  indicating  the  value 
of  store  services  to  home  owners; 
trade-ins;  tie-in  with  builders;  and 
finally,  sponsorship  of  building  com¬ 
panies  with  capital  adequate  to  take 
care  of  the  need  of  those  who  are 
soundly  able  to  buy  and  maintain  a 
home  in  that  locality. 

The  possibilities  inherent  in  this 
program,  social,  economic  and  spir¬ 
itual  are  unlimited.  The  longing  for 
a  home  is  a  deep  and  fundamental 
desire.  The  answer  to  much  of  the 
unrest  of  this  world  lives  in  the 
homelessness  of  so  many.  For  the 
first  time  “homes”  will  become  a 
reality  to  many  who  in  the  past 
could  only  dream  dreams  of  a  fire¬ 
side  of  their  owm  with  the  rugs, 
draperies,  china,  crystal,  linen, 
chairs,  tables,  lamps,  silver — all  ihe 
countless  possessions  that,  today,, 
displayed  in  the  stores  of  our  coun¬ 
try,  will  tomorrow  furnish  the  new 
houses  of  America’s  new  home  own¬ 
ers. 

It  is  interesting  to  note  that  the 
inception  of  this  small  homes  move¬ 
ment  was  a  government  bulletin 
issued  by  the  Federal  Housing 
Administration  and  known  as  Tech¬ 
nical  Bulletin,  Number  4  released 
May  first,  1936.  This  Bulletin  stat¬ 
ed  that  4  and  5  room  houses  could 
be  built  for  families  in  the  $2500  in¬ 
come  group.  The  practicability  of 
(Continued  on  page  148) 
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Special  Section:  the  26th  Annual  N.  R.  D.  G.  A.  Convention 


Channing  E.  Sweitzer 
Managing  Director,  N.R.D.G.A. 


Solving  1937  Problems  of  Retailing 
in  the  Pnblic  Interest 


Last  year  your  Association  cele¬ 
brated  its  25th  Anniversary. 
Naturally,  at  that  time  our 
thoughts  turned  backwards  a  quar¬ 
ter  of  a  century  to  the  conditions 
and  personalities  which  brought  it 
into  l)eing.  Today  as  we  survey  and 
appraise  the  complex  conditions  and 
problems  surrounding  the  retail 
craft  it  may  be  natural  to  ask  what 
it  was  that  influenced  those  men  in 
undertaking  the  task. 

Many  of  us  who  were  active  in 
the  retail  business  at  that  time  may 
find  it  difficult  to  reconstruct  the 
picture  of  retailing  as  it  then  was 
in  such  a  way  as  to  recognize  that 
there  were  any  immediate  problems 
of  such  weight  as  to  warrant  the 
expenditure  of  time,  effort  and 
money  required  to  found  an  entirely 
new  trade  organization  in  the  retail 
field.  Indeed,  as  we  view  the  prob¬ 
lems  of  the  present  day  and  their  in- 
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creasing  complexity,  some  of  which 
we  think  could  not  have  been  re¬ 
motely  visioned  even  by  these  far¬ 
sighted  men,  we  may  be  pardoned 
a  somewhat  casual  query  as  to  what 
on  earth  could  have  been  troubling 
them,  and  yet,  these  men  were  pos¬ 
sessed  of  such  vision  and  earnest  be¬ 
lief  that  something  might  be  done 
in  the  public  interest  for  retailing 
through  cooperative  national  effort 
that  they  proceeded  on  the  course 
which  has  so  profoundly  affected  us 
all.  Some  of  these  men  are  still  ac¬ 
tive  in  business;  others  are  not  ac¬ 
tive  ;  and  still  others  have  passed  on. 
We  are  their  beneficiaries,  and  all 
of  us  will  agree  that  no  group  of 
men  could  aspire  to  a  finer  monu¬ 
ment  to  their  efforts  in  the  develop¬ 
ment  of  the  business  and  social  life 
of  our  country. 

Throughout  the  years  many 
others  have  entered  into  the  work 


and  have  expended  their  effort,  their 
time  and  their  money.  Today  your 
Association  has  enlisted  and  enrolled 
in  its  active  service  a  group  of  men 
and  women  larger  in  numbers  and 
greater  in  influence  than  ever  before. 
The  names  of  those  who  have  been 
and  are  today  representing  the  inter¬ 
ests  of  the  craft  and  carrying  for¬ 
ward  its  activities  are  so  impressive 
that  one  may  reasonably  doubt 
whether  in  this  respect  the  founders 
could  have  believed  that  such  a  re¬ 
sponse  would  come  to  their  efforts. 

What  does  the  record  reveal  as 
to  the  fundamental  purpose  of  the 
founders?  Clearly  and  without  pos¬ 
sibility  of  doubt,  that  the  collective 
effort  of  retailers  through  this  Asso¬ 
ciation  should  always  be  in  the  in¬ 
terest  of  social  and  economic  prog¬ 
ress.  These  words  often  trip  lightly 
off  the  tongue,  but  in  this  case  they 
are  used  with  a  full  realization  of 
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their  true  import,  for  one  need  do 
no  more  than  read  the  records  and 
documents  in  our  archives  to  be  con¬ 
vinced  that  to  an  unusual  degree  the 
founders  and  your  directors  and 
officers  have  constantly  had  in  mind 
the  public  trust  and  interest  to  be 
affected  by  their  resolutions  and  ac¬ 
tions.  I  have  been  directly  and  keen¬ 
ly  conscious  of  this  motivating  spirit 
in  all  of  the  deliberations  of  your 
representatives  in  which  I  have  ever 
taken  part  and  have  marvelled  at  the 
inspiration  back  of  it  all  as  though 
back  of  the  living  moderator  there 
moved  the  spirit  of  those  who  had 
served  and  passed  on,  yet  guiding  still 
the  destiny  of  their  creation.  And  so. 
today  w’e  see  the  fruition  of  their 
vision  and  concept.  But  as  there  is 
no  pause  to  time  or  progress  we, 
therefore,  must  assume  the  responsi¬ 
bility  of  leadership  passed  on  to  us 
by  these  men  and  in  our  turn,  and 
to  the  fullest  extent,  continue  to 
build  soundly  for  the  future — as 
they  did.  It  is  in  this  spirit  that  your 
Directors  have  adopted  a  platform 
which  you  will  consider  and  pass 
uf)on  at  this  Convention. 

To  many  of  you  the  history  of  the 
expansion  and  development  of  our 
Association  is  so  familiar  that  any 
review  of  this  aspect  might  appear 
unnecessary  and  yet,  even  for  them 
and  particularly  for  some  who  are 
not  so  familiar,  a  brief  reference 
should  have  its  place. 

In  the  very  early  days  the  Asso¬ 
ciation’s  activities  were  not,  in  the 
nature  of  things,  extensive.  The  re¬ 
lationship  with  members  was  largely 
through  occasional  meetings,  com¬ 
mittees  and  conventions,  but  it  was 
soon  seen  that  an  effective  organiza¬ 
tion  would  not  and  could  not  be  de¬ 
veloped  without  reaching  out  into 
the  stores  themselves  and  likewise 
without  a  fuller  participation  in  co¬ 
operative  efforts  through  their  asso¬ 
ciation  by  active  people  in  the  stores. 
I  am  inclined  to  believe  that  this 
development,  which  took  its  first 
step  in  the  formation  of  the  Control¬ 
lers’  Congress  in  1920  under  the 
leadership  of  Salmon  P.  Halle,  Lew 
Hahn  and  C.  B.  Clark,  was  the  most 
significant  and  important  develop¬ 
ment  which  has  occurred  in  the  life 
of  the  Association  through  all  the 
years,  for  in  no  other  way  could  the 
Association  have  drawn  unto  itself 
the  continuing,  active  support  and 
interest  .of  the  people  who  actual¬ 
ly  operate  the  retailing  process 
throughout  the  country. 

It  is  quite  impossible  to  appraise 
the  investment  which  has  been  made 


in  the  last  26  years  in  your  Associa¬ 
tion.  In  certain  of  those  interludes 
which  most  of  us  have  occasionally 
and  which  we  sometimes  use  to  add 
to  the  already  large  production  of 
useless  statistics,  I  have  toyed  with 
the  idea  of  estimating  the  contribu¬ 
tion  in  terms  of  time  and  money. 
Such  calculations  are  somewhat  in 
the  same  field  as  the  problem  sub¬ 
mitted  by  Commander  Scott  on  his 
last  expedition  to  his  chief  geologist, 
who  appeared  to  be  thinking  too 
much  of  the  trees  and  too  little  of  the 
forest.  His  assignment  was  to  esti¬ 
mate  the  weight  of  the  ice  on  the 
south  polar  ice  cap.  Whether  or  not 
he  ever  succeeded  in  doing  this  is 
not,  as  I  recall,  in  the  record  and  I 
have  never  been  able  to  complete  my 
own  calculations  as  to  the  contri¬ 
bution  of  time  and  money  by  inter¬ 
ested  people  in  our  craft,  but  I  invite 
you,  sometime  when  you  have  a 
similar  period  of  leisure,  to  make  the 
attempt.  You  will  be  astounded,  and 
the  effort  will  be  of  value — as,  I  am 
sure,  it  was  to  Scott’s  geologist,  for 
then  you  will  realize  how  great  this 
investment  has  been. 

Not  long  after  this  Controllers’ 
Congress  experiment  (as  it  was  then 
considered)  was  made,  other  inter¬ 
ested  groups  proceeded  to  organize 
in  a  similar  fashion.  Today  we  have 
in  addition  to  the  Controllers’  Con¬ 
gress,  the  Store  Management  Divi¬ 
sion  with  its  associated  Divisions — 
Personnel,  Traffic,  Delivery,  and 
Employee  Relations;  the  Sales  Pro¬ 
motion  Division;  the  Merchandising 
Division,  and  Credit  Management 
Division.  Each  of  these  Divisions 
draws  continuously,  in  fact,  day  by 
day,  on  the  influence  and  purposeful 
activity  of  retailing  itself,  so  that  we 
have  a  coordination  of  effort  which 
is  nothing  short  of  remarkable. 

Representing  each  activity  in  the 
Association’s  offices  w'e  have  the 
competent  staff  head  whose  w'ork  is 
constantly  directed,  amplified  and 
supported  by  the  Chairman  of  the 
Division,  who  is  a  store  executive, 
he  in  turn  being  supported  and  di¬ 
rected  by  his  Board  composed  of 
store  men. 

I  have  some  interesting  examples 
of  the  service  rendered  to  members 
by  the  various  Divisions : 

I.  By  the  Controllers’  Congress 

a.  One  store,  using  the  Control¬ 
lers’  Congress  figures,  discovered 
certain  departments  were  showing 
high  stock  shortages  compared  with 
typical  stores.  A  re-auditing  of 
stock  records,  followed  by  a  com¬ 


parison  of  operating  and  statistical 
figures  with  Controllers’  Congress 
figures,  led  to  the  discovery  that  the 
assistant  buyers  in  those  depart¬ 
ments  were  engaged  in  the  active 
operation  of  a  very  efficient  embez¬ 
zlement  system.  As  a  result  of  its 
check-up,  the  store  was  able  to  re¬ 
cover  $5,000  from  its  bonding  com¬ 
pany,  enough  to  pay  its  dues  for  ten 
years. 

b.  A  certain  small  store  was  hav¬ 
ing  serious  organization  trouble. 
The  whole  store  operating  system 
needed  an  overhauling,  and  the  job 
was  such  that  it  could  not  be  handled 
from  the  office.  However,  the  store 
was  small  and  could  not  afford  to 
pay  for  the  time  of  a  man  who  would 
go  down  to  study  the  operations. 
So  the  Association’s  control  man 
went  down  on  his  own  time  on  a 
holiday,  and  did  the  job. 

c.  A  store  having  a  lease  adjust¬ 
ment  w’ith  landlords  was  able  to  ob¬ 
tain  their  acceptance  of  the  Harvard 
occupancy  figures  as  a  proper  basis, 
due  to  the  position  of  the  Harvard 
studies  as  an  impartial  historical 
record.  The  advantage  to  the  store 
during  the  life  of  the  lease  may  easi¬ 
ly  amount  to  over  $300,000. 

II.  By  the  Personnel  Group 

a.  A  man  and  his  wife,  who  had 
been  operating  a  small  shop,  sud¬ 
denly  discovered  that  they  had  ex¬ 
panded  into  a  suburban  chain  of  five 
or  six  stores  and  that  they  were 
faced  with  a  personnel  problem 
about  which  they  knew  absolutely 
nothing.  The  Personnel  Group 
worked  the  thing  out  by  having  the 
woman  come  to  New  York  and  actu¬ 
ally  take  an  intensive  week’s  course 
in  personnel  administration,  consist¬ 
ing  of  frequent  consultations  with 
the  Manager  of  the  Personnel 
Group,  and  store  visits  and  required 
reading  suggested  by  him.  She  went 
home  confident  of  her  ability  to  han¬ 
dle  her  immediate  problem  and  the 
Manager  expects  her  to  show  up  for 
an  advanced  course  in  the  future. 

b.  A  store  owner  complained  that 
his  personnel  manager  was  doing 
everyone’s  job  but  her  own,  and 
asked  for  advice.  The  Personnel 
Group  was  able,  by  submitting  a 
job  analysis  of  the  personnel  depart¬ 
ment  and  of  the  personnel  manager’s 
function,  to  convince  the  owner  that 
the  fault  lay  not  wdth  the  personnel 
manager  but  with  the  store  manage¬ 
ment  for  not  having  given  proper 
direction  to  the  energy  and  interest 
with  which  the  personnel  manager 
was  so  obviously  imbued. 
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III.  By  the  Merchandising 
Division 

a.  The  owner  of  a  rapidly  expand¬ 
ing  store  came  to  the  Manager  of 
the  Merchandising  Division  and 
asked  for  help.  He  knew  he  needed 
another  e.xecutive  to  help  relieve  him 
of  some  of  the  work  that  had  sud¬ 
denly  begun  to  pile  up  on  him. 
Somewhere  he  had  gotten  the  idea 
that  what  he  really  needed  was  a 
store  manager,  although  he  didn’t 
have  a  very  good  idea  of  what  a 
store  manager  was.  By  talking  the 
thing  over  with  him,  the  Manager 
came  to  the  conclusion  that  what 
he  really  needed  was  a  merchandise 
manager.  When  the  store  owner 
fully  understood  how  a  capable  mer¬ 
chandise  manager  could  solve  his 
problem,  of  course,  he  couldn’t  imag¬ 
ine  how  he  had  ever  been  puzzled 
about  it.  But  that  is  beside  the 
point.  His  problem  had  been  solved, 
and,  later  developments  proved, 
solved  satisfactorily. 

b.  For  years,  housewives  have 
been  complaining  about  the  clashing 
colors  they  run  into  when  they  shop 
for  kitchen  equipment.  The  difficul¬ 
ty  has  caused  incalculable  grief  to 
consumers  and  stores  alike.  But  it 
is  now  in  process  of  solution.  The 
Housewares  Buyers  Group  of  the 
Merchandising  Division  has  gotten 
the  housewares  manufacturers  to 
agree  on  a  set  of  six  standard  colors, 
and  Mrs.  Jones  is  going  to  be  much 
less  afraid  to  buy  kitchen  items 
hereafter,  and  stores  are  going  to  be 
much  less  annoyed  with  returns  of 
kitchen  equipment. 

rV.  By  the  Credit  Management 
Division 

The  Credit  Management  Division 
has  had  the  closest  contact  with  act¬ 
ual  violence  this  year.  Called  in  to 
make  a  personal  survey  of  the  credit 
operation  of  a  store  in  a  western 
mining  community,  the  Manager 
witnessed  a  scene  in  which  a  cus¬ 
tomer,  denied  further  credit,  whipped 
out  a  revolver  and  was  cowed  only 
when  the  credit  manager  produced 
one  of  his  own  and  of  a  higher  cali¬ 
bre.  The  Association  hopes  that  most 
stores  do  not  need  quite  such  a 
thorough  revision  of  their  credit  sys¬ 
tem  as  this  store  did,  but  at  any 
rate,  if  they  do,  the  Credit  Manage¬ 
ment  Division  is  prepared  to  give  it. 

V.  By  the  Sales  Promotion 
Division 

a.  The  store  owner  of  a  potenti- 
ally  great  store  decided  to  improve 


N.  R.  D.  G.  A.  Elections 

T^AVID  E.  MOESER,  Treasurer  and  General  Manager  of 
Conrad  &  Co.,  Boston,  was  reelected  to  a  second  term  as 
President  of  the  National  Retail  Dry  Goods  Association  at  a 
meeting  of  the  Board  of  Directors  during  the  26th  Annual  Con¬ 
vention  of  the  Association. 

Channing  E.  Sweitzer,  Managing  Director  and  Treasurer  was 
re-elected.  Other  officers  elected  are  as  follows: 

V ice-President — New  England 
Norman  Wallace,  Forbes  &  Wallace,  Inc.,  Springfield,  Mass. 

Vice-President — Middle  Atlantic  States 
Saul  Cohn,  City  Stores  Co.,  New  York,  N.  Y. 

Vice-President — South 

William  B.  Thalhimer,  Thalhimer  Bros.,  Richmond,  Va. 

V ice-President — Middle  W est 
Jay  Iglauer,  The  Halle  Bros.  Co.,  Cleveland,  Ohio 

Executive  Committee 

Chairman — David  E.  Moeser,  Conrad  &  Co.,  Boston 
Saul  Cohn,  City  Stores  Co.,  New  York 
Harold  Brightman,  L.  Bamberger  &  Co.,  Newark 
Jay  Iglauer,  The  Halle  Bros,  Co.,  Cleveland 
William  Thalhimer,  Thalhimer  Bros.,  Richmond 
John  C.  Watson,  John  G.  Myers  Co.,  Albany,  N.  Y. 
Norman  Wallace,  Forbes  &  Wallace,  Inc.,  Springfield,  Mass. 

The  following  slate  of  directors  was  elected: 

For  Regular  Term  of  Three  Years: 

Edward  N.  Allen,  Sage  Allen  &  Co.,  Hartford,  Conn. 
Ralph  Goldsmith,  Lansburgh  &  Bro.,  Washington,  D.  C. 

E.  P.  Simmons,  Sanger  Bros.,  Dallas,  Texas 
Walter  Innes,  The  Geo.  Innes  Co.,  Wichita,  Kansas 
Frederick  H.  Rike,  The  Rike-Kumler  Co.,  Dayton,  Ohio 

For  Two  Years  to  Fill  a  Vacancy: 

George  P.  Gable,  The  William  F.  Gable  Co,,  Altoona,  Pa. 
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his  long-standing  very  weak  sales 
promotion  set-up  and  to  go  out  after 
more  volume.  He  proceeded  to  hire 
a  high-calibered  sales  promoter,  but 
he  realized  that  he  was  engaging 
him  without  a  clear  conception  of 
what  he  expected  him  to  do.  This 
store  owner  felt  that  the  NRDGA 
could  help  him,  so  he  came  to  New 
York  and  discussed  the  matter  fully 
with  us.  One  of  his  questions  was 
this:  “What  title  shall  I  give  him; 
shall  I  call  him  Publicity  Director?’’ 
“No,”  we  said,  “his  big  job  should 
be  to  sell  more  goods ;  call  him  Sales 
Promotion  Manager  and  place  em¬ 
phasis  constantly  on  the  matter  of 
increasing  sales.”  For  this  store 
owner  (whose  store  we  had  seen  in 
our  travels  and  whose  problem  we 
knew)  we  laid  out  a  practical  plan 
for  accomplishing  an  effective  sales 
promotion  job. 

Today,  six  months  later,  things 
are  working  out  nicely. 

b.  The  Sales  Promotion  Manager 
of  a  member  store  rushed  to  New 
York  just  prior  to  the  Christmas 
season  to  get  our  help  on  an  ambiti¬ 
ous  sales  program  he  was  develop¬ 
ing.  He  realized  that  Christmas 
business  was  going  to  be  very  good, 
but  he  felt  something  additional 
could  be  done  in  his  store  to  get 
more  than  just  an  ordinary  share  of 
the  business.  We  agreed  with  him, 
and  having  just  completed  an  ex¬ 
tensive  analysis  portraying  mer¬ 
chandise  in  most  active  consumer 
demand  in  the  entire  Christmas  peri¬ 
od  we  showed  him  where  he  could 
concentrate  his  efforts  in  a  practical 
program  to  sell  more  goods  to  those 
thousands  of  customers  who  would 
then  be  inside  the  store  in  an  eager 
buying  mood.  Extensive  use  of  Sug¬ 
gestive  Selling  of  the  right  items 
formed  an  important  part  of  the 
program,  which  produced  fine  re¬ 
sults. 

VI.  Store  Management  Division 

The  store  manager  has  the  weird¬ 
est  collection  of  jobs  in  the  entire 
store.  And  to  meet  the  requirements 
of  America’s  store  managers,  the 
Store  Management  Division  must  be 
prepared  to  deaf  with  problems  as 
varied  as  those  that  confront  the 
Department  of  the  Interior.  One 
day  brings  an  inquiry  on  what  is  the 
most  economical  way  of  wrapping 
customer  merchandise,  and  the  next 
a  question  from  a  losing  restaurant 
department  on  how  to  make  a  good 
cup  of  coffee.  One  store  wants  to 
know  how  long  they  can  work  their 
employees,  and  another  wants  to 


know  how  long  they  should  work 
them.  The  same  mail  brings  ques¬ 
tions  on  what  can  be  done  to  cut 
customer  returns,  how  can  windows 
be  kept  from  blowing  out,  how  can 
employee  goodwill  be  promoted, 
what  is  the  best  kind  of  floor  to 
have,  and  what  is  the  accepted  pro¬ 
cedure  for  getting  rid  of  vermin  in 
a  store.  Perhaps  the  prize  question 
last  year  dealt  with  a  system  for 
keeping  chewing  gum  off  fixtures, 
and  if  there  was  a  system  for  getting 
the  chewing  gum  off  once  it  was  on. 

With  things  like  this  coming  in  all 
the  time,  the  Manager  of  the  Store 
Management  Division  must  be  a 
very  well  informed  man  indeed. 

VII.  By  the  Retail  Delivery 

Association 

a.  A  certain  store  found  that  the 
productiveness  of  its  delivery  opera¬ 
tion  was  deficient.  After  exhaust¬ 
ing  its  own  devices,  the  meml)er 
came  down  to  see  the  Manager  of 
the  Retail  Delivery  Association. 
After  some  difficulty,  a  novel  bonus 
plan  was  worked  out.  Put  into  op¬ 
eration,  it  proved  to  be  just  what 
was  needed,  and  communications 
from  that  member  now  are  generally 
paeans  of  praise. 

b.  A  store  was  all  ready  to  buy 
certain  additional  delivery  equip¬ 
ment.  Then  some  executive  decided 
to  consult  the  Retail  Delivery  Asso¬ 
ciation.  The  Manager,  from  his  files, 
submitted  detailed  information  on 
the  specifications  of  truck  and  body 
design  best  adapted  to  the  store’s 
purposes.  The  result  was  a  complete 
about-face  by  the  store  in  regard  to 
the  type  of  equipment  they  decided 
to  buy. 

VIII.  By  the  Traffic  Group 

A  member,  dissatisfied  wdth  the 
operation  of  his  receiving  and  mark¬ 
ing  department,  asked  the  Associa¬ 
tion’s  Traffic  Manager  to  come  to 
his  store  and  make  a  survey  of  this 
work. 

The  survey  was  productive  of  rec¬ 
ommendations  that  changed  the  lay¬ 
out  —  re-arranged  work  —  revised 
systems — resulting  in  a  better  job 
being  performed  at  a  considerable 
reduction  in  expense. 

At  the  same  time,  a  study  of  in¬ 
coming  transp>ortation  brought  about 
a  saving  of  approximately  $4,000  a 
year  for  this  store. 

Thus  you  have  functioning  every 
day  in  your  interest  a  machine  (if 
I  may  use  the  term)  operating  upon 
the  raw  material  of  problems  which 
you  yourself  bring  to  it. 


It  has  been  said  that  90%  or  some 
larger  percentage  of  a  store’s  prob¬ 
lems  are  operating  problems.  It  is 
in  this  field  that  you,  through  your 
cooperation  with  your  Association, 
obtain  the  finished  protluct  of  solu¬ 
tion  of  such  problems  as  may  be 
solved  in  this  way.  Other  store 
problems,  whether  they  be  10%  or 
less,  arise  from  without  the  stores 
in  the  realm  of  public  relations  and 
legislation. 

In  matters  of  legislation,  however, 
the  individual  stores  have  no  indi¬ 
vidual  influence.  Problems  in  this 
field  have  Ix'en  increasing  in  their 
importance  and  their  complexity — 
as  we  all  well  know,  and  with  this 
increasing  demand  for  representa¬ 
tion  and  service  has  come  the  de¬ 
velopment  of  the  facilities  of  your 
Washington  office.  Here  I  should 
like  to  point  out  that  the  record  of 
your  Washington  representation  is 
unique  in  the  annals  of  trade  asso¬ 
ciation  activities.  Guided  by  the 
sound  policies  to  which  I  have  re¬ 
ferred,  you  have  been  represented  in 
Washington  for  18  years  by  Mr. 
Harold  R.  Young,  supported  by  the 
various  Boards  and  Officers  and  by 
special  committees  of  store  owners 
and  executives  in  such  a  manner 
that  these  activities  have  never  been 
questioned  by  any  governmental  ex¬ 
ecutive  or  agency.  Indeed,  your 
representatives  have  been  invariably 
well  received  and  are  frequently 
looked  to  by  legislators  and  congres¬ 
sional  committees  for  information  on 
matters  of  pending  legislation  and 
by  departmental  executives  in  prob¬ 
lems  of  framing  regulations  under 
existing  laws. 

In  touching  even  briefly  on  the 
subject  of  the  development  of  your 
Association  it  is  necessary  to  men¬ 
tion  the  tremendous  contribution 
made  by  Lew  Hahn  in  the  early 
formative  years  and  in  the  succeed¬ 
ing  years  when  the  development 
along  the  lines  I  have  indicated  was 
occurring.  We  cannot  think  of  the 
National  Retail  Dry  Goods  Associ¬ 
ation  without  thinking  of  this  con¬ 
tribution  and  I  wish  to  acknowledge 
my  own  personal  admiration,  resp>ect 
and  affection  for  him. 

Since  1928  your  Association  has 
been  directed  by  Channing  Sweitzer 
— a  man  of  experience,  training  and 
unusual  capacity.  Those  of  us  who 
are  responsible  for  store  organiza¬ 
tion  can  appreciate  the  problems 
which  your  Managing  Director  has 
to  meet  and  solve,  involving,  as  they 
do  under  our  unique  plan  of  organi¬ 
zation,  the  ideals,  ideas  and  purposes 
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of  nianv  individuals.  These  problems 
are  complicated  by  the  fact  that  only 
over  the  staff  itself  can  the  Manag¬ 
ing  Director  exercise  full  authority. 
Even  here  the  interest  and  influence 
of  the  store  men  who  are  associated 
in  the  divisions  present  a  problem  of 
divided  resix»nsibility  that  I  suppose 
only  an  utter  genius  could  solve  to 
the  satisfaction  of  every  one,  and 
yet,  we  have  this  organization  work¬ 
ing  effectively  and  producing  results 
for  you  to  the  extent  of  your  coop¬ 
eration,  and  I  wish  here  to  pay  pub¬ 
lic  tribute  to  Channing  Sweitzer  in 
his  competent  handling  of  such  a 
coin])lex  organization.  If  I  had  any 
criticism  to  make  of  Channing 
Sweitzer  it  would  be  of  a  kind  which 
I  am  sure  you  would  interpret  as 
commendation,  for  there  is  no  man 
whom  I  know  who  is  less  eager  for 
per.sonal  recognition  and  more  de¬ 
sirous  of  giving  credit  to  other  peo¬ 
ple  than  is  he.  I  have  known  him 
to  lx;  the  actual  sponsor  of  an  im¬ 
portant  plan  which  brought  results 
through  directed  activities  of  other 
people  and  himself  and  then  to  en¬ 
deavor  to  avoid  recognition.  Under 
his  guidance  the  financial  affairs  of 
the  .Association  have  been  conducted 
with  a  budget  not  only  in  balance, 
but  with  a  surplus!  During  every 
year  of  the  depression  your  Asso¬ 
ciation  has  lived  within  its  income, 
and  I  am  sure  that  your  Finance 
Committee  will  be  among  the  first  to 
agree  that  this  rare  accomplishment 
is  due  primarily  to  Channing 
.Sweitzer. 

Consumer  Relations 

The  keynote  of  this  Convention 
:  and  the  subject  which  was  assigned 

I  to  this  address  is,  “Solving  1937 

I  Problems  of  Retailing  in  the  Public 

I  Interest.”  The  “Public  Interest” 

<  you  will  have  observed,  having  no 

doubt  read  the  advance  notices  of 
I  the  program,  has  been  divided  ac¬ 

cording  to  the  four  principal  rela¬ 
tionships  of  retailing;  namely,  (a) 
with  the  Consumer,  (b)  with  the 
Government,  (c)  with  Employees, 
(d)  with  Vendors.  This  keynote  in¬ 
dicates  no  different  approach  than 
we  have  had  since  the  formation  of 
the  Association.  We  are,  however, 
attempting  to  particularize  to  a  fur¬ 
ther  degree  than  heretofore. 

Insofar  as  our  relationships  with 
the  consumer  are  concerned,  there 
never  has  been  a  time  when  mer¬ 
chants  were  more  conscious  of  their 
responsibility  as  being  primarily  dis¬ 
tributive  agents  for  the  Consumer. 
You  will  notice  that  the  session 
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Tuesday  evening  is  to  be  devoted  to 
this  question  and  that  there  will  be 
representatives  of  the  public,  includ¬ 
ing: 

Mrs.  Roberta  Campbell  Lawson. 
President,  General  Federation 
of  Women’s  Clubs  and  repre¬ 
sentatives  of 

National  Congress  of  Parents  and 
Teachers  Associations 

.American  Home  Economics  As¬ 
sociation 

American  Association  of  Uni¬ 
versity  Women 

National  League  of  Women  Vot¬ 
ers 

New  York  City  P'ederation  of 
Women’s  Clubs 

American  Standards  Association 

Consumers’  Projects,  United 
States  Department  of  Labor 

Hureau  of  Home  Economics, 
U.  S.  Department  of  Agricul¬ 
ture 

National  Bureau  of  Standards, 
U.  S.  Department  of  Com¬ 
merce. 

Representatives  of  consumer  pub¬ 
lications. 

Is  not  this  emphatic  evidence  that 
your  Association  and  you  as  mem- 
Ix'rs  are  earnestly  seeking  the  ad¬ 
vice  and  counsel  of  the  Consumer  ? 

The  relationship  with  our  Gov¬ 
ernment  I  have  touched  upon  in  re¬ 
ferring  to  the  activities  of  the  Wash¬ 
ington  office.  These  activities  are 
to  be  further  strengthened  and,  of 
course,  as  in  the  past,  guided  by  the 
l)rinciple  of  constructive  coopera¬ 
tion. 

In  the  matter  of  Employee  Rela¬ 
tionships,  your  Association  through 
its  Personnel  Division  and  through 
its  sponsorship  of  the  Prince  School 
is  exerting  a  continuing  and  potent 
influence  towards  the  establishment 
of  even  better  relationships  with  all 
those  who  work  in  our  stores. 

The  Personnel  Division,  recruited 
largely,  although  by  no  means  ex¬ 
clusively,  from  the  ranks  of  Prince 
School  graduates,  carries  on  its  pro¬ 
gram  of  improving  selling  technique 
in  collaboration  with  the  Sales  Pro¬ 
motion  Division.  In  this  way  all 
those  who  actually  sell  our  goods 
are  subjected  to  influences  which  di¬ 
rectly  increase  their  usefulness.  This 
in  turn  immediately  benefits  them¬ 
selves  by  way  of  enhanced  earning 
power.  In  turn  the  customer  is  bene¬ 
fited  by  more  acceptable  and  efficient 
service  and  the  resulting  increase  in 
commodities  sold  brings  additional 


employment  in  manufacturing  and 
other  lines. 

Our  Bureau  of  Employee  Rela¬ 
tions  has  as  its  single  guiding  policy 
the  improvement  of  all  relationships 
in  the  stores.  This  Bureau  never 
has  and  never  will  take  any  position 
which  is  contrary  to  the  best  inter¬ 
est  of  employees.  Indeed,  those  who 
carry  on  this  work  consider  them¬ 
selves  to  be  in  the  broadest  possible 
sense  representatives  in  the  Associ¬ 
ation  of  the  employees  themselves. 

The  Prince  School  furnishes  a 
graphic  demonstration  of  the  con¬ 
tinuing  interest  of  your  Association 
in  the  development  for  service  in 
stores  of  as  many  suitable  people  as 
can  be  accommodated.  Graduates  of 
the  School  are  carrying  on  their 
work  in  stores  throughout  the  entire 
country  and  this  is  the  most  prac¬ 
tical  demonstration  of  the  effective 
interest  and  support  which  has  been 
given  to  the  School  since  Mrs. 
Prince  founded  it  over  25  years  ago. 
•A  large  group  of  members  of  our 
.Association  and  graduates  of  the 
School  have  established  an  endow¬ 
ment  fund,  which  I  am  glad  to  say 
is  larger  now  than  before  the  depres¬ 
sion.  The  School  itself  is  located  as 
a  department  of  Simmons  College  in 
Boston  and  is  supervised  by  an  Ad¬ 
visory  Committee  of  influential 
members  of  your  Association.  Its 
status  is  clear  as  an  agency  in  the 
interest  of  employees  as  well  as  the 
stores. 

Vendor  Relations 

In  its  relationships  with  Vendors 
your  Association  has  endeavored 
and  is  continuing  to  endeavor  to 
improve  relationships  between  stores 
and  people  from  whom  they  buy. 
Probably  there  is  no  field  in  which 
the  difficulties  are  greater  because 
of  the  apparent  clash  of  interests. 
But  even  in  this  field  your  officers, 
directors  and  staff  are  guided  by  the 
principle  that  trading  must  be  satis¬ 
factory  to  the  seller  as  well  as  to 
the  buyer.  There  have  been  and  no 
doubt  will  continue  to  be  vexing 
questions  wherein  the  issues  appear 
to  be  divergent.  Progress  is  not  so 
speedy  as  to  satisfy  all  of  us,  but  I 
am  confident  that  as  buyers  and  sell¬ 
ers  individually  and  through  the  as¬ 
sociations  which  represent  them 
come  to  a  better  realization  of  the 
mutuality  of  their  interest  the  prog¬ 
ress  will  be  accelerated.  It  is  well 
to  remember  that  we  are  in  the  early 
stages  of  the  solution  of  this  ques¬ 
tion.  This  Association  will  never 
support  or  condone  unfair  practices 
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Retail  Platform 


RESOLUTION  approving  the  objectives  and  purposes  set 

forth  in  the  platform  governing  the  Relations  of  Retailers 
with  Government,  Consumers,  Employees,  and  Vendors,  passed 
by  the  Board  of  Directors  of  the  National  Retail  Dry  Goods 
Association  in  November,  was  unanimously  adopted  at  the  26th 
Annual  Convention  of  the  Association. 

The  full  text  of  the  Resolution  is  as  follows: 

WHEREAS,  the  Board  of  Directors  of  the  National  Retail 
Dry  Goods  Association  has  submitted  a  Platform  to  this  Con¬ 
vention  stating  in  general  and  in  detail,  principles  of  action 
affecting  both  this  industry  and  the  national  welfare,  and 

WHEREAS,  this  Convention  approves  the  objectives  toward 
which  the  general  principles  are  directed,  to  wit,  the  reduction 
of  unemployment,  the  greatest  possible  economy  in  a  distribu¬ 
tion  of  goods  and  services  consistent  with  the  constantly  im¬ 
proving  standards  of  life,  and  the  promotion  of  better  under¬ 
standings  between  retailers,  consumers,  governmental  agencies 
and  producers,  and 

WHEREAS,  the  general  principles,  as  outlined,  are  con¬ 
sistent  with  the  objectives  approved,  these  principles  being: 

(a)  The  improvement  of  working  conditions,  the  elimi¬ 
nation  of  child  labor,  the  limitation  of  hours  of 
employment,  the  fixing  of  minimum  wages 

(b)  The  maintenance  of  proper  relations  with  con¬ 
sumers  through  the  elimination  of  deception  in 
advertising  and  inaccurate  labeling 

(c)  A  continuation  of  the  policy  of  meeting  with  mem¬ 
bers  and  representatives  of  Vendors  Trade  Asso¬ 
ciations  to  discuss  mutual  problems  with  the  pur¬ 
pose  of  furthering  the  free  and  equitable  flow  of 
distribution. 

NOW,  THEREFORE,  BE  IT  RESOLVED  that  the  Presi¬ 
dent  with  the  approval  of  the  Directors,  shall  forthwith  create  a 
committee  of  members  of  this  Association  to  ascertain  factually 
the  conditions  as  they  exist,  and  their  effect  upon  the  public 
interest  and  distribution  generally,  and  to  devise  ways  and 
means  of  correcting  and  removing  abuses,  and  achieving  the 
objectives  and  purposes  of  said  Platform. 

AND  BE  IT  FURTHER  RESOLVED  that  such  committee 
shall  immediately  proceed  with  its  work  and  report  its  findings 
to  the  Directors -of  this  Association  within  90  days. 


on  the  part  of  retailers,  believing 
that  for  every  unfair  advantage  ob¬ 
tained  by  a  buyer  over  a  seller  all 
honest  buyers  have  to  pay  their 
share.  These  activities  in  your  in¬ 
terest  are  carried  on  by  your 
XTudors  Relationships  Connnittee 
headed  by  Mr.  Irwin  Wolf  of  Pitts¬ 
burgh,  who  will  speak  to  you  later 
this  evening  of  the  work  of  his  Com¬ 
mittee.  Mr.  Wolf  accepted  the 
Chairmanship  of  the  Vendors  Rela¬ 
tionships  Committee  at  my  request 
about  a  year  ago.  He  has  spent 
more  time  in  your  service  than  I 
would  have  thought  possible.  Prob¬ 
lem  after  problem  has  come  before 
his  Committee  and  on  every  occa¬ 
sion  he  has  faced  the  problem,  re¬ 
gardless  of  the  time  and  effort  in¬ 
volved.  At  the  present  time  his 
Committee  is  engaged  in  conferences 
with  Vendor’s  Associations  in  the 
matter  of  the  unfair  return  of  mer¬ 
chandise.  Characteristically,  he  has 
insisted  that  the  facts  be  presented 
before  the  solution  be  attempted. 

These  are  heavy  responsibilities 
for  any  group  of  men  to  undertake  in 
your  Ijehalf;  they  are  likely  to  be 
misunderstood  and  criticized.  The 
greatest  support  which  members  can 
give  them  will  be  individually  in 
their  own  stores.  I  mean  by  this  in¬ 
dividual  support  the  acceptance  of 
responsibility  by  the  head  of  each 
business  to  give  active  and  not  mere¬ 
ly  lip  service  to  this  matter  of  de¬ 
veloping  a  resjx'ct  for  and  an  ad¬ 
herence  to  fair  practices  with  manu¬ 
facturers.  Many  of  the  grievances 
which  manufacturers  attempt  to  cor¬ 
rect  through  their  associations  would 
never  have  been  carried  thus  far  if 
it  were  not  for  the  difficulties  which 
they  encounter  as  individuals.  It  is 
trite  to  say  that  no  one  wins  in  a 
war,  but  it  is  also  true,  and  neither 
buyer  nor  seller  can  afford  the  costs 
of  hostilities  of  this  kind.  Buyers 
need  training  and  plenty  of  it  in  the 
matter  of  relationships  with  vendors. 
It  might  surprise  many  an  honest 
merchant  to  know  of  the  sharp  prac¬ 
tices  which  are  carried  on  in  his 
name.  Our  Association  must  stated 
for  adherence  to  the  fairest  sort  of 
rules  in  this  important  relationship 
of  retailing.  Manufacturers  also 
must  realize  that  hostilities  benefit 
no  one,  and  that  no  united  action 
should  be  taken  by  them  which  af¬ 
fects  the  interests  of  retailers  and 
consumers  without  first  sitting  down 
with  the  representatives  of  the  re¬ 
tailers  to  discuss  the  questions.  On 
too  many  occasions  vendors  have 
taken  action  wdiich  has  been  inimical 
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to  the  best  interests  of  consumers 
and  retailers  without  prior  discus¬ 
sion  and  in  some  instances  the  re¬ 
sults  have  not  benefited  themselves. 
Your  Association  is  well  organized 
to  carry  on  this  work  for  you  to  the 
limit  of  your  own  degree  of  cooper¬ 
ation  and  we  invite  all  vendors  and 
their  associations  to  avail  themselves 
of  the  Association’s  facilities  in  this 
res|x*ct. 

Having  alluded  thus  briefly  to  the 
concept  of  the  founders,  the  expan¬ 
sion  and  development  of  your  Asso¬ 
ciation,  its  general  ixdicies  towards 
Government,  Consumers,  Employees 
and  Vendors,  we  now  ajjproach  our 
conclusion,  which  is  a  survey  of  its 
[xjsition  today. 

Standing  as  it  does  in  the  fore¬ 
front  of  trade  organizations,  recog¬ 
nized  and  respected  by  Government¬ 


al  officials,  other  trade  organizations, 
representatives  of  the  consuming 
public  and  by  individual  members 
of  its  own  craft,  we  who  happen  at 
this  moment  to  be  invested  with  the 
resjxjiisibilities  of  maintaining  and 
extending  its  influence  and  useful¬ 
ness,  appeal  to  you  for  your  con¬ 
tinued  and  active  support. 

Your  Association  has  had  and 
must  continue  to  have  complete 
autonomy  in  order  to  represent  ade¬ 
quately  and  effectively  its  own 
particular  craft,  namely,  dry  goexls, 
department  and  specialty  stores.  It 
has  c(X)perated  and  should  continue 
to  c(X)perate  either  through  affilia¬ 
tion  or  working  agreements  with 
other  national  organizations  whose 
]x)licies  and  jnirposes  are  in  the  in¬ 
terest  of  consumers  and  retailing  as 
a  whole. 


It  is  a  remarkable  thing  to  con¬ 
sider  the  extent  to  which  large  and 
small  stores  can  and  do  work  to¬ 
gether  for  the  common  good,  not 
only  in  our  owm  NRDGA,  but  in 
their  other  organizations.  Surely,  in 
this  field  the  prophetic  words  of  the 
scriptures  that  “the  Lion  shall  lie 
down  with  the  Lamb’’  have  been 
brought  to  fulfillment. 

But  with  the  enhancement  of 
value  and  influence  there  comes  a 
corresponding  increase  of  responsi¬ 
bility  to  those  who  for  a  time  rep¬ 
resent  you  that  nothing  shall  be  done 
to  injure  this  “temple  not  made  with 
hands”  and  that  everything  which 
possibly  can  be  done  shall  be  done 
to  justify  the  faith  of  the  founders 
and  to  fulfill  these  solemn  responsi¬ 
bilities  not  only  to  retailing  but  to 
the  country  at  large. 


Current  Legislative  and  Economic  Trends 


An  Appraisal  of  the  Progress  of  Recovery 

By  Dr.  John  F.  Madden,  Dean,  School  of  Commerce, 
New  York  University 


Most  of  us  will  agree,  I  am  sure, 
that  1936  was  a  good  year,  but 
not  as  good  as  it  should  have 
l)een.  Business  activity  increased  in 
almost  every  field  of  industry,  and 
rather  rapidly.  The  index  of  produc¬ 
tion  of  manufacturers  and  minerals 
for  October  1936  stood  at  110  as 
compared  with  an  average  of  90  in 
1935,  78  in  1934  and  63  in  1932. 
Moreover,  business  activity  was  ac¬ 
companied  by  a  material  increase  in 
the  volume  of  employment  and  the 
total  amount  of  wages  paid  in  1936 
was  substantially  greater  than  the 
amount  paid  during  the  preceding 
year.  Agricultural  income  increased, 
and  with  it  there  was  an  improve¬ 
ment  in  the  purchasing  power  of  our 
ixople  as  well  as  an  increase  in  the 
prices  of  a  number  of  commodities. 
Money  rates  were  low ;  there  was  a 
distinct  revival  in  the  capital  mar¬ 
ket  ;  our  banking  position  was 
^rong;  and,  there  was  a  continued 
influx  of  gold. 

Nevertheless,  1936  was  not  as 
good  as  it  should  have  l)een.  Re¬ 
covery  had  not  made  the  progress 
here  that  it  had  in  other  countries 
since  the  depression  reached  its  low 
in  1932. 

Under  more  normal  conditions,  it 
would  be  less  difficult  to  appraise 
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the  outlook  for  1937  in  broad  terms. 
We  are  in  that  stage  of  the  business 
cycle  when  the  increased  demand  for 
heavy  goods,  for  housing,  as  well  as 
jirovision  for  obsolescence  of  plants 
should  greatly  stimulate  the  capital 
goods  industries.  It  is  well  known 
that  the  public  utilities  are  oiierating 
at  capacity,  and  that  an  expansion 
of  equipment  is  unavoidable.  The’ 
building  industry  is  still  in  the  initial 
stages  of  the  cycle,  and  the  demand 
for  railway  equipment  is  great.  Both 
are  factors  which  should  contribute 
in  good  measure  to  further  business 
recovery.  Similarly,  the  increase  in 
wages  in  many  industries,  the 
spreading  of  employment  and  the 
increasecl  income  of  farmers  promise 
a  steady  and  even  an  increased  de¬ 
mand  for  consumers’  goods  of  all 
types.  Therefore,  1937  should  wit¬ 
ness  not  merely  better  business  con¬ 
ditions  as  regards  the  heavy  indus¬ 
tries,  but  also  a  demand  for  con¬ 
sumption  goods  which  should  con¬ 
tinue  at  an  increased  rate.  Credit 
is  more  than  ample.  The  banks  have 
large  excess  reserve  balances,  and 
are  in  a  strong  position,  although  a 
considerable  numljer  of  small  coun¬ 
try  banks  will  be  liquidated.  Cor¬ 
porations  have  large  balances  at 
their  disposal  with  which  to  finance 


an  expansion  in  industry  and  trade 
desjiite  the  undistributed  profit  tax 
law’. 

W  hether  or  not  the  present  tend¬ 
encies  will  continue  or  be  tempo¬ 
rarily  interrupted  depends,  in  my 
opinion,  to  a  large  extent  upon  lalxjr. 

At  the  present  time,  however,  the 
imjxjrtant  question  in  the  minds  of 
certain  labor  leaders  is  not  so  much 
wages  or  hours  of  work  as  it  is  a 
question  of  unionization.  In  many 
cases  the  demands  of  labor  or  the 
projected  programs  are  far-reach¬ 
ing,  and  it  is  doubtful  whether  em- 
])loyers  will  be  willing  to  make  con¬ 
cessions  as  freely  as  they  would  if 
it  were  merely  a  question  of  wages 
or  hours  of  work  since  these  could 
be  adjusted  readily  in  view  of  im¬ 
proved  business  conditions.  It 
seems  to  me,  therefore,  that  strikes 
are  bound  to  take  place  in  greater 
numbers  involving  basic  principles 
upon  which  neither  party  will  be  in¬ 
clined  to  give  way  readily. 

My  own  opinion  is  that  while 
labor  difficulties  will  tend  to  dimin¬ 
ish  earnings  of  individual  corpora¬ 
tions,  they  will  not  alter  the  general 
course  of  business  activity  as  a 
whole. 

Aside  from  labor,  other  develop¬ 
ments  that  may  have  an  adverse  in¬ 
fluence  on  business  conditions  in  the 
United  States  are  possible  legisla¬ 
tion  by  Congress  and  uncertainty 
created  by  the  decisions  of  the  Su- 
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preme  Court.  The  budget  message 
of  the  President,  while  on  the  whole 
vague,  is  hopeful  in  the  sense  that 
under  certain  conditions,  the  coun¬ 
try  is  promised  that  the  public  debt 
will  not  go  al)ove  $35,000,000,000. 

Aside  from  these  factors,  suffi¬ 
ciently  disturbing  as  they  are,  busi¬ 
ness  in  1937  is  hopeful  indeed.  The 
building  industry  is  only  in  the  ini¬ 
tial  stages  of  development.  The  out¬ 
look  for  the  electrical  equipment  in¬ 
dustry  is  very  hopeful.  The  bank¬ 
ing  situation  on  the  whole  is  sound. 
Although  the  banks  are  to  a  large 
extent  loaded  with  government 
securities,  they  represent  liquid  as¬ 
sets  and  the  heavy  balances  of  the 
member  banks  with  the  Reserve 
banks  indicate  that  the  banks  are 
more  than  amply  provided  with 
funds  to  finance  industry  and  trade. 
The  tendency  of  interest  rates  will 
depend  to  a  large  extent  upon  the 
actions  taken  by  the  Reserve  au¬ 
thorities.  As  conditions  are  at  the 
present  time  it  is  to  be  exjiected  that 
Reserve  authorities  will  further 
raise  the  reserve  requirements.  The 
possibility  is  not  excluded  that  high 
grade  corporate  bonds  may  show  a 
somewhat  higher  return  than  dur¬ 
ing  the  past. 

The  European  situation  is  bound 
to  exercise  an  influence  on  the 
United  States.  I  have  already  men¬ 
tioned  the  increase  in  the  price  of 
basic  materials  brought  dlx)ut  by 
rearmament.  The  uncertainty  pre¬ 
vailing  in  Eurojje  has  led  to  a  tre¬ 
mendous  influx  of  capital  to  this 
country  while  the  inflow  of  gold  is 
at  the  present  time  sterilized,  it  will 
create  additional  deposits.  The  un¬ 
settled  situation  prevailing  in 
Eurojie  and  the  Far  East  has  also 
forced  the  United  States  to  increase 
its  own  exjienditures  for  national 
defense  and  the  budget  message  of 
the  President  for  the  fiscal  year 
1937-38  provides  the  largest  expen¬ 
diture  for  defense  in  peace-time  his¬ 
tory. 

In  conclusion,  then,  the  business 
cycle  in  the  United  States  is  on  the 
upswing.  The  path  ahead  is  not  en¬ 
tirely  clear.  There  are  many  ob¬ 
stacles  on  the  road.  From  a  purely 
economic  point  of  view,  conditions 
in  the  United  States  are  very  hope¬ 
ful.  To  what  extent  they  will  be 
counteracted  by  labor  difficulties  will 
depend  entirely  upon  the  action  tak¬ 
en  by  labor  and  the  attitude  of  the 
government,  but  bear  in  mind  that 
labor  difficulties  alone  will  not  alter 
the  trend  of  the  business  cycle.  The 
European  situation  while  disquiet¬ 


ing,  need  not  cause  us  an  undue 
amount  of  worry.  The  international 
financial  position  of  the  United 
States  is  impregnable.  With  over 
$ll,000,000,()d0  of  gold,  the  United 
States  can  withstand  the  withdrawal 
of  any  amount  of  capital  from  this 


Following  the  address  of 

Dr.  John  F.  Madden,  Mr.  Weil 
sjwke  on  legislation  trends  and 
court  decisions. 

Mr.  Weil  divided  his  subject  un¬ 
der  four  headings.  (1)  “The  busi¬ 
ness  man  in  relation  to  his  competi¬ 
tor,  or  so  much  of  the  situation  as 
was  covered  by  the  fair  trade  prac¬ 
tice  phases  of  N.R.A.”.  (2)  “The 
worker  at  work,  or  so  much  of  the 
situation  as  was  covered  by  the  lalx>r 
])hases  of  X.R.A.,  now  known  un¬ 
der  the  general  subject  of  Labor 
Relations”.  (3)  “The  worker  at 
home  and  his  problems  of  personal 
security,  which  have  come  to  be 
known  under  the  general  heading 
of  Social  Security.”  (4)  “and  last — 
because  they  are  always  with  us — 
taxes”. 

Distinctly  evidencing  his  disap¬ 
proval  of  price-maintenance  laws, 
he  offered  one  rather  startling  sug¬ 
gestion  as  to  how  the  Supreme 
Court's  decision  upholding  the  Illi¬ 
nois  Fair  Trade  Act  could  be  used. 
Mr.  Weil  said,  “The  Duffy-Vander- 
berg  Bill,  providing  for  design  reg¬ 
istration.  passed  one  house  of  Con¬ 
gress  last  year,  but  failed  to  pass 
the  other.  It  will  undoubtedly  l)e 
re-introduced  this  year  and  will 
carry  with  it  greater  significance  be¬ 
cause  of  the  Supreme  Court  decision 
with  reference  to  the  Illinois  and 
California  Fair  Trade  Acts.  The 
Supreme  Court  has  given  a  value 
and  a  property  right  to  a  copy¬ 
righted  trade  mark.  It  is  not  incon¬ 
ceivable  that  the  same  protection 
may  be  extended  to  registered  de¬ 
signs,  and  if  this  takes  jilace,  the 
consequence  may  Ixi  that  merchan¬ 
dise,  the  design  of  which  has  been 
registered,  may  likewise  be  sub¬ 
jected  to  resale  price  maintenance 
contracts  with  a  further  restriction 
on  the  freedom  of  retailers  in  com¬ 
petition”. 

Having  thrown  out  this  liomb- 
shell,  Mr.  Weil  went  on  to  discuss 
briefly  the  California  Unfair  Prac¬ 
tices  Act,  the  Connecticut  Retail 
Drug  Control  Act,  the  Robinson- 


country  that  is  likely  to  move  out. 

We  have  also  learned  to  be  less 
dependent  on  foreign  trade  and  if 
we  can  remain  neutral,  a  European 
conflagration  would  probably  not 
have  the  same  effect  on  the  United 
States  as  it  did  in  1914. 


Patman  Act,  and  the  current  inter¬ 
est  in  state  Patman  Acts  and  in  Mr. 
Patman’s  proposals  to  limit  manu¬ 
facturing  by  retailers  and  retailing 
by  manufacturers. 

Carrying  on  the  discussion  of  his 
second  classification,  Mr.  Weil 
touched  on  the  Child  Labor  Amend¬ 
ment,  the  possibility  of  using  the 
prison  made  goods  decision  to  at¬ 
tack  child  labor,  the  status  of  mini¬ 
mum  wage  and  maximum  hour  leg¬ 
islation,  the  trend  toward  collective 
bargaining  as  indicated  by  the  Na¬ 
tional  Labor  Relations  Act,  and  the 
movement  toward  regulation  of 
unions  through  compulsory  incorpo¬ 
ration,  public  accounting  of  funds, 
etc. 

Of  particular  interest  were  his 
brief  comments  on  the  suggested 
extension  of  the  power  of  the  Fed.- 
eral  Trade  Commission.  Speaking 
of  this  matter,  he  said,  “There  is 
a  definite  move  to  broaden  the  pro¬ 
visions  of  the  Federal  Trade  Com¬ 
mission  Act  to  permit  the  valida¬ 
tion  of  voluntary  trade  agreements 
with  respect  to  lalxir  conditions 
where  the  majority  of  a  trade  or  in¬ 
dustry  supports  such  conditions  and 
the  Government  ajjproves  of  the 
principles  involved”. 

“It  has  also  been  proposed  that 
labor  abuses  such  as  wages  below 
a  prescribed  minimum  and  hours  of 
work  above  a  limited  maximum  be 
declared  unfair  trade  practices,  and 
as  such  be  banned  through  the  medi¬ 
um  of  the  Federal  Trade  Commis¬ 
sion.”  These  remarks  have  a  vast 
significance  to  retailers. 

Mr.  Weil  proceeded  next  to  the 
question  of  Social  Security,  the  wide 
variations  in  the  different  state  laws, 
the  administrative  difficulties,  and 
the  question  of  constitutionality. 
Mr.  Weil’s  opinion  is  that  although 
flaws  may  be  detected  in  the  pres¬ 
ent  legislation,  and  although  there  is 
a  possibility  of  many  elements  of  the 
various  social  security  laws  col¬ 
lapsing  under  a  court  test,  the  gen- 
(Confinued  on  page  50) 
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Consumer  Relations  • 


Chairman,  Benjamin  H.  Namm,  President,  The  Namm  Store, 
Brooklyn,  N.  Y. 


How  Can  We  Best  Serve 


The  Consumer  Speaks 


Consumers  in  1937? 

Major  namm,  opening  the 
session,  defined  the  existing 
situation  in  retailer-consumer 
relations  along  three  lines ; 

“That  the  greatest  need  in  the 
field  of  distribution  today  is  retailer- 
consumer  cooperation. 

“That  retailer-consumer  coopera¬ 
tion  exists  more  in  name  than  in 
fact. 

“That  retailer-consumer  coopera¬ 
tion  will  really  l)egin  when  retailers 
first  develop  a  constructive,  for¬ 
ward-looking  program  and  then  take 
that  program  to  the  consuming  pub¬ 
lic.” 

“It  is  common  knowledge,”  he 
continued,  “that  for  several  years 
retailers  have  l)een  waging  the  hard¬ 
est  kind  of  a  fight  against  unfair 
legislation,  the  obvious  effect  of 
which  is  to  raise  prices  unduly  to 
the  consuming  public.  In  this  fight 
most  retailers  have  seen  fit  to  go  it 
alone,  placing  full  responsibility  for 
results  upon  their  trade  associations, 
without  sending  out  any  S.  O.  S.  to 
the  consuming  public  at  large.  .  .  . 

I  submit  that  the  result  has  been 
disastrous  to  retailing  and  unfair  to 
consumers.” 

Major  Namm  illustrated  his 
point  by  referring  to  the  Robinson- 
Patman  Bill,  which  he  said  “would 
have  been  beaten  to  a  frazzle  if  the 
stores  had  enlisted  the  aid  of  their 
customers.” 

To  enlist  consumer  aid  in  prob¬ 
lems  of  legislation,  industrial  wel¬ 
fare  and  fair  trade  practices.  Major 
Namm  said,  “There  ought  to  be  a 
merchant  -  owned  shopping  -  news 
publication  in  every  key  city  in  the 
United  States.  These  publications 
should  discuss  on  the  front  page  of 
every  issue,  the  most  important 
problems  affecting  retail  distribution 
...  As  a  result  of  these  discussions 
retailing  would,  in  time,  do  more 
than  render  a  distributive  service. 
It  would  also  make  a  great  and 
much-needed  contribution  to  the 
economic  welfare  of  our  country.” 


Mrs.  Roberta  Campbell  Lawson,  President,  General  Federation  of 


Women’i 

The  store’s  responsibility  for  the 
education  of  the  consumer  in 
wise  buying  was  discussed  by  Mrs. 
Lawson : 

“Cheap  lines  of  goods  are  often 
costly  even  for  the  low  price  asked, 
and  harmful  to  all  of  us.  They 
tempt  the  unskilled  buyer,  and  his 
money  is  wasted.  In  the  long  run 
the  store  which  l)etrays  its  custom¬ 
ers,  betrays  itself.  It  has  been  point¬ 
ed  out  at  conventions  of  our  or¬ 
ganization  that  the  retailer  who 
wants  to  keep  his  business  steady 
must  follow  a  course  similar  to  that 
of  the  insurance  companies  and  try 
to  teach  wise  buying  as  the  insurance 
companies  teach  health  education. 
The  client  and  the  company  benefit 
from  the  same  thing — the  client 
generally  lives  longer.  And  so  with 
the  retailer.  If  he  interests  himself 
in  his  client’s  needs,  and  advises 
against  the  purchase  of  goods  which 
would  be  useless  or  unsuitable  to 


Clubs 

him,  a  trustful  relationship  is  estab¬ 
lished  between  the  client  and  the 
store  and  the  trade  between  them 
lives  longer.” 

Concerning  the  Robinson-Patman 
Act,  Mrs.  Lawson  said: 

“While  I  am  not  going  to  attempt 
to  pass  judgment  upon  it,  I  feel  it 
is  of  utmost  imjwrtance  that  an  au¬ 
thorized  study  of  what  it  is  doing 
to  the  small  merchant  and  to  the 
buying  consumer  be  developed. 
While  the  bill  was  pending,  the  Gen¬ 
eral  Federation  did  not  take  a  stand 
for  nor  against  the  measure.  We 
did,  however,  request  the  President 
to  authorize  a  study  of  the  possible 
effect  upon  the  prices  of  consumer 
goods  before  the  proposal  was  enact¬ 
ed  into  law.  So  far  as  we  know, 
nothing  of  this  nature  was  done. 
And  now  we  would  still  like  to  have 
the  spotlight  turned  upon  it  so  that 
we  may  know  what  its  actual  results 
may  be.” 


Advertising  and  Display  for  Better  Consumer  Relations 

By  Dorothy  E.  Swenson,  Publicity  Director,  Abraham  &  Straus,  Inc., 
Brooklyn,  N.  Y. 


consumer,”  Mrs.  Swenson 
-I-  said,  “is  a  cross  section  of 
civilization  itself  and  we  shall  find 
the  more  we  know  about  the  signifi¬ 
cant  trends  and  actions  in  the  world 
the  more  we  shall  know  about  our 
customers.  Trailers  will  change  con¬ 
sumption  habits.  Five  per  cent  of 
the  population  is  now  in  trailers. 
Divorce  changes  consumption  habits, 
especially  in  housing  and  home  fur¬ 
nishings.  In  1900  there  were  8 
divorces  to  100  marriages ;  in  1930 
there  were  17.  The  rate  of  popula¬ 
tion  is  declining  in  this  country. 
Economists  estimate  a  stable  popu¬ 
lation  by  1950.  This  means  more 
adults  in  the  country.  When  the 
rate  of  population  growth  is  going 
up,  business  increases.  When  it  is 
going  down,  business  is  harder  to 
get,  and  a  different  technique  is 
necessary.  There  were  fewer  chil¬ 
dren  under  five  years  of  age  in  the 


United  States  in  1930  than  in  1920. 
This  seemingly  mild  statement  can 
have  far-reaching  results  as  far  as 
consumption  is  concerned,  such  as 
these : 

“1.  More  interest  in  older  people, 
including  old  age  legislation. 

“2.  Changes  in  house  requirements. 
In  many  new  homes  there  is  a 
cocktail  bar  instead  of  a  nur¬ 
sery. 

“3.  Increasing  activities  of  women 
outside  the  home. 

“4.  Increasing  interest  in  art,  fash¬ 
ion,  cosmetics  and  expensive 
education. 

“5.  And  naturally,  changes  will  re¬ 
sult  in  demand  for  merchandise 
for  children.  Lower  income 
bracket  families  are  having  the 
children,  so  basement  infants’ 
wear  business  should  increase. 
Upstairs  departments  should 
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sell  higher  priced  infants’  wear 
than  in  tlie  past  because  higher 
income  families  are  concentrat¬ 
ing  on  fewer  children  and 
therefore  spending  more  on 
each  one. 

.  If  we  as  stores  learn  how 
to  l)e  more  realistic  we  shall  avoid 
many  mistakes.  Why  should  a  life 
insurance  company  be  more  realistic 
than  a  dei^irtmont  store  ?  The 
Metroj)olitan  Life  Insurance  Com¬ 
pany,  who  are  population  experts, 
are  issuing  booklets  such  as  ‘Three 
Meals  a  Day,  Suggestions  for  Good 
Food  at  Low  Cost,’  as  a  means  to 
sell  more  life  insurance,  and  get 
more  of  the  consumer’s  dollar.  .  .  . 
Perhaps  our  basements  should  be 
telling  i^eople  how  to  use  cheaper 
cuts  of  meat,  so  that  out  of  the  rela¬ 
tively  big  food  budgets  that  the  low¬ 
er  income  brackets  have  to  have, 
they  might  be  able  to  .save  a  little 
more  toward  better  clothing  and 
furniture. 

“.  .  .  The  customer’s  faith  in 
stores  is  sublime.  It  has  been  built 
up  by  nothing  less  than  the  store’s 
own  integrity  and  fair  dealing.  Long 
experience  with  the  stores  has  shown 
the  customer  that  she  doesn’t  have 
to  take  a  bite  out  of  the  department 
store’s  soap  to  see  if  there  is  free 
alkali  in  it. 

Buying  Information  Needed 

“Otir  customers  want  merchan¬ 
dise  with  an  idea  in  it  in  addition 
to  having  intrinsic  value.  They  want, 
unconsciously,  to  learn  something 
whenever  they  make  a  purchase. 
They  want  a  lot  of  information 
quickly ;  so  quickly  that  only  a  print¬ 
ed  sign  or  advertisement  can  give  it 
to  them  fast  enough. 

“We  stores  have  tended  too  much 
toward  advertising  everything  from, 
shoes  to  sheets  the  same  way,  with 
a  breathless  hurry-burry  price  story, 
and  as  much  fashion  information  as 
we  can  throw  in  or  drag  in.  We’ve 
given  too  little  information  from 
the  angle  of  use.  We  can  divide  our 
merchandise,  roughly,  into  two  cate¬ 
gories  ;  fashions  and  staples,  and  de¬ 
velop  a  new  and  better  technique  for 
those  kinds  of  merchandise  which 
are  fairly  staple  in  character.  In¬ 
side  our  stores,  we  have  been  guilty 
of  turning  out  too  many  counter 
signs,  in  too  much  of  a  hurry,  with 
too  little  information  on  them.  The 
copy  on  signs  and  labels  must  be 
brought  up  to  the  high  standards  of 
stores’  newspaper  advertising. 

“Proper  sign  production  cannot  be 
run  entirely  from  the  sig^  shop.  The 


copy  standards,  the  follow  up,  and 
the  housekeeping  determine  the  suc¬ 
cess  of  the  sign  performance,  and 
no  sign  shop  in  the  country  is  big 
enough  to  police  the  job.  The  train¬ 
ing  department  must  help  the  sales¬ 
people  and  department  managers  to 
organize  the  information  which  cus¬ 
tomers  require.  The  salespeople  can 
shine  on  this  job.  What  questions 
do  nine  out  of  ten  customers  always 
ask?  Let  the  salespeople  put  the 
answers  on  a  piece  of  paper.  If  the 
questions  are  tied  up  with  the  use 
of  the  merchandise,  try  arranging 
the  merchandise  according  to  use.  In 
the  baby  department  this  may  mean 
rearranging  the  stock;  in  women’s 
hosiery  it  may  mean  designing  new 
kinds  of  displays ;  in  questions  of 
table  setting,  it  may  mean  getting 
the  dining  tables,  linens,  silver,  china 
together  and  under  the  direction  of 
a  single  merchandise  manager  in¬ 
stead  of  two  or  three.  Most  of  the 
information  put  down  by  salespeople 
can  be  boiled  down  to  seven  or  eight 
words  for  a  sign. 

The  Older  Population 

“.  .  .  The  older  type  of  customer 
.  .  .  needs  more  careful  attention  be¬ 
cause  our  proportion  of  older  people 
is  growing  steadily  larger.  Twenty- 
five  years  is  nothing  in  the  life  of 
a  store,  yet  the  ixjpulation  trend  is 
such  that  in  25  years  40%  of  our 
citizens  will  be  40  years  of  age  or 
older.  We  had  lietter  learn  this  part 
of  our  business  lietter,  or  else — . 
Stores  have  neglected  the  older  cus¬ 
tomer  shamefully.  They  claim,  lazi¬ 
ly,  that  older  women  want  conserva¬ 
tive  styles,  and  stock  such  uninter¬ 
esting  hackneyed  stuff  that  a  woman 
would  have  to  be  in  rags  before  she 
could  improve  herself  by  buying  any 
of  it.  It  is  not  true  that  older 
women  dote  on  conservative  clothes. 
Many  old  women  simply  love  red. 
They  say  they  need  cheering  up. 
Older  women  are  becoming  quite 
articulate  about  the  lack  of  pretty 
clothes  to  fit  them.  Clothes  for  old¬ 
er  women  generally  require  more 
material  and  more  skilful  cutting 
and  fitting  than  for  the  clothespin 
figures  of  the  youngsters.  Some¬ 
where  along  the  line  the  older 
women  lose  out  because  it  is  the  line 
of  least  resistance  to  cater  to  the 
young.  Some  day  fortunes  will  be 
made  in  dizzy  fashions  for  fat  ladies 
who  love  soft  pretty  clothes  as  much 
as  they  love  cream. 

“The  consumer  movement  is  not 
a  cooperative  store  movement.  It 
is  more  a  surge  toward  better  mer¬ 


chandise  information  than  toward 
cooperative  savings.  Americans  are, 
naturally,  a  cooperative  people.  Our 
retailing  machinery  is  already  co¬ 
operative.  With  our  present  asso¬ 
ciations  and  organizations,  and  with 
our  own  store  brands  we  can  do 
anything  our  customers  want  us  to 
do,  and  we  can  do  it  l)etter  than 
they  can,  because  our  customers  love 
all  the  fashion  they  can  get.  and  our 
stores  and  manufacturers  have  de¬ 
veloped  a  wonderful  technique  for 
selling  fashion  cheap. 

“  ‘Sufficient  technical  information 
is  now  on  file,’  said  Stuart  Chase  in 
1927,  ‘to  deflate  the  bulk  of  poetic 
advertising.’  In  all  fairness  to  the 
advertising  poets  so  acknowledged, 
however,  ‘glamorous’  is  still  the 
kind  of  advertising  most  consumers 
want,  including  the  most  sophisti¬ 
cated  of  us,  and  if  Stuart  Chase  had 
not  been  Ixirn  with  a  gift  for  glam¬ 
orous  writing,  his  consumer  crusade 
might  have  died  aborning. 

“But  it  grew  and  grew.  There  has 
been,  as  he  suggested,  a  closer  tie 
between  the  Home  Economics  De¬ 
partments  of  the  schools  and  col¬ 
leges,  and  the  Physics,  Chemistry 
and  Engineering  faculties.  Our 
schools  do  a  remarkably  fine  job  in 
Home  Economics,  and  even  if  only 
10%  of  the  girls  in  the  average 
school  have  time  to  study  this  sub¬ 
ject,  they  do  make  a  strong,  deter¬ 
mined  and  important  consumer 
group. 

“An  organization  of  consumers 
for  purposes  of  fact  finding  actual¬ 
ly  came  into  being  some  years  ago 
as  a  group  numbering  thousands  of 
paying  members,  a  group  known  as 
Consumer’s  Research.  Consumer’s 
Research  did  not  set  up  specifica¬ 
tions  or  standards ;  instead  it  gave 
impartial  ratings  to  most  of  the  im¬ 
portant  nationally  advertised  arti¬ 
cles  generally  on  sale  .  .  .  Consum¬ 
er’s  Research  was  welcomed  by  all 
dealers  who  deplored  the  tactics  of 
the  business  fringe  which  has  been 
called  ‘the  wilful  10%’.  One  of  the 
largest  stores  in  the  world  thinks  so 
well  of  the  Consumer’s  Research 
membership’s  good  opinion  that  it 
has  sent  its  own  brands  of  sheets, 
groceries  and  other  products  for 
Consumer’s  Research  ratings,  inde- 
l^endently  of  having  them  rated  in 
its  own  large  laboratory.  Many  of 
us  have  long  been  members  of  Con¬ 
sumer’s  Research  in  our  private 
lives.  But  Consumer’s  Research  has 
not  really  influenced  us  where  we 
spend  most  of  our  money,  on  the 
things  where  the  element  of  fashion 
is  strongest.  ...  We  don’t  want  to 
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pull  out  a  catalog  of  specifications 
every  time  we  go  out  to  shop;  we 
want  assortments  and  individuality 
as  much  as  we  want  standards. 

“Stores  must  recognize  the  cus¬ 
tomer’s  need  of  variety  even  in  the 
most  heroic  attempts  to  keep  down 
the  costs  of  distribution.  If  only 
everyhorly  could  wear  a  size  8  shoe, 
storekeei)ing  could  turn  immediate¬ 
ly  into  a  science  instead  of  an  art. 

“The  consumer  has  become  part 
of  the  college  curriculum,  along  with 
French  and  Philosophy.  A  popular 
course  in  Teacher’s  College  of 
Columhia  University  is  Dr.  Ny- 
strom’s  Economics  of  Consumption. 

“There  are  enough  bulletins  and 
articles  now  available  for  anybody 
to  follow  the  example  of  Consumer’s 
Research  and  start  a  Consumer’s 
Digest.” 

Mrs.  Swetison  here  outlined  some 
of  the  activities  in  which  stores  are 
engaging  in  recognition  of  and  con¬ 
formance  with  “the  consumer  move¬ 
ment,”  and  continued: 

“All  of  us  should  decide  what  ac¬ 
tion  we  want  to  take  about  consum¬ 
er  promotion.  If  we  don’t  hurry, 
the  consumer  will  soon  lx?  pushing 
us  around.  Already  the  barrage  of 
consumer  educational  publicity  has 
begun.  Our  metropolitan  press  has 
l)egun  to  oj^n  its  news  columns  to 
this  inihlicity.  Remembering  how 
Prohibition  grew  into  a  horrendous 
reality  through  small  organized  ef¬ 
forts  of  just  such  idealistic  people, 
we  had  l)etter  sit  up  and  take  notice. 
Right  after  Christmas  we  read  in  the 
pai)ers,  ‘Women  Urged  to  Buy  In¬ 
telligently,’  the  beginning  of  a  three- 
year  campaign  on  the  part  of  the 
National  Council  of  Women’s 
Forum,  a  campaign  which  will  reach 
its  climax  during  the  World’s  Fair 
of  1939.  The  Council  is  setting  out 
to  educate  shoppers  and  has  ana¬ 
lyzed  the  less  efficient  shoppers  as 
follows : 

“1.  The  emotional  shopper  who 

buys  without  thinking,  from 
glamorous  advertisements. 

“2.  The  bargain  sale  buyer  who 

looks  only  at  the  price  ticket. 

“3.  The  woman  who  buys  canned 
goods  by  bulk  without  know¬ 
ing  what  weight  she  is  getting. 

“4.  Women  who  know  absolutely 
nothing  about  quality  and 

standards.  Manufacturers  and 
retailers  are  going  to  be  urged 
to  label  their  products  more 
adequately. 

“5.  The  haphazard  shopper  who 

buys  impulsively  apparel  and 


home  furnishings  which  harmo¬ 
nize  with  nothing  on  hand. 

“Education  by  the  National  Coun¬ 
cil  will  gradually  transform  all  these 
classifications  into  more  critical 
shoppers.  None  of  these  so-called 
“less  efficient”  shoppers  have  been 
let  down  by  the  stores.  Big  organi¬ 
zations  have  taken  no  advantage  of 
the  1,  2,  3,  4  or  5  customer  and 
don’t  intend  to  in  the  future.  Most 
of  us  have  catered  too  much  to  the 
bargain  sale  buyer.  We  have  prob¬ 
ably  made  her  what  she  is.  Anybody 
can  get  her  away  from  us.  We  hope 
that  outside  organized  effort  will 
educate  her  to  pay  a  fair  price  for 
a  good  article.  On  our  part  we  can 
get  more  information  on  our  lal)els 
and  signs.  We  can  help  manufac¬ 
turers  match  colors  better  from  one 
department  to  another.  Our  returns 
should  gradually  be  cut  down  con- 


RETAILERS  have,  in  the  past, 
done  a  highly  satisfactory  job  in 
style  education  among  their  custom¬ 
ers,  Mr.  Brightman  said,  and  con¬ 
tinued  : 

“But  now,  in  my  opinion,  the  time 
has  come  to  go  further  and  give  the 
customer  greater  help  and  greater 
assistance  in  showing  her  bow  to 
buy  merchandise  that  will  give 
greater  service,  greater  durability 
and  greater  satisfaction ;  education 
not  only  in  style  but  in  value  and 
economy  to  better  enable  her  to 
evaluate  the  things  we  offer  for  sale. 
W’ith  the  retailer  accepting  this  re- 
sixinsibility  in  addition  to  those 
which  he  has  filled  up  to  now,  he 
becomes  the  only  true  and  logical 
])urchasing  agent  for  the  consumer.” 

Retail  backwardness  in  this  direc¬ 
tion  must,  Mr.  Brightman  said,  be 
held  largely  responsible  for  the 
growth  of  the  so-called  consumer 
movement,  the  demand  for  consum¬ 
er  “protection”.  These  demands 
are  being  made  to  government  agen¬ 
cies  and  directly  to  manufacturers, 
but,  Mr.  Brightman  pointed  out, 
“Consumers  individually  and  con¬ 
sumer  groups  should  feel  that  the 
very  first  person  to  approach  with 
problems  concerning  tbe  buying  of 
goods  at  retail  is  the  retailer  him¬ 
self.  If  the  retailer  encourages  this 
confidence  and  takes  the  aggressive 
lead  in  helping  the  customer,  there 
will  be  no  need  for  the  consumer 


siderably.  But  we  had  better  let  the 
glamour  in  our  advertising  alone. 
There  can  never  be  too  much  gla¬ 
mour  in  the  buying  and  selling  of 
merchandise. 

“This  month  it  is  announced  that 
the  New  York  City  Federation  of 
W’omen’s  Clubs  want  an  enactment 
of  the  Federal  Trade  Commission 
to  compel  manufacturers  and  retail¬ 
ers  to  identify  fabrics.  They  are 
asking  their  members  to  have  store 
salespeople  write  on  sales  slips  the 
kind  and  quantity  of  fiber  contained 
in  any  fabric  they  buy.  These  slips 
will  be  sent  to  the  Federal  Trade 
Cimmission  as  evidence  of  consum¬ 
er  interest.  This  effort  of  the 
women’s  clubs  should  result  in  a 
better  understanding  of  merchandise 
and  less  merchandise  returned,  and 
should  help  the  stores  in  the  endeav¬ 
or  to  serve  their  customers  better 
and  reduce  the  cost  of  distribution.” 


to  appeal  to  other  agencies,  except 
as  the  need  arises  for  additional  help 
l)eyond  our  control.” 

To  aid  them  in  intelligent  buying, 
consumers  want  “intelligent  stand¬ 
ardization  of  sizes,  standardization 
of  terminology,  so  that  they  can 
judge  between  conflicting  claims ; 
they  want  information  as  to  how  to 
use  merchandise  for  greater  com¬ 
fort,  for  longer  wear,  for  l)etter  sat¬ 
isfaction  :  they  want  completely 
honest  advertising  that  will  tell  not 
only  the  truth,  but  the  whole  truth. 
'Fhey  want  completely  honest  and 
informative  labeling,  and  fully  in¬ 
formed  salesmanship.  Many  a  sale 
has  been  spoiled  and  many  a  cus¬ 
tomer  lost  by  our  failure  to  fully 
educate  the  salesclerk  in  the  knowl¬ 
edge  of  her  merchandise.” 

That  some  progress  in  this  direc¬ 
tion  has  been  made  recently  Mr. 
Brightman  indicated  by  sketching 
briefly  various  retail  programs 
which  have  been  undertaken  to  in¬ 
vite  an  expression  of  the  consumer 
point  of  view  and  to  provide  the 
consumer  with  fuller  information, 
education  in  standards  and  better 
service.  He  cited  also  the  work  in 
this  direction  undertaken  by  manu¬ 
facturers  and  manufacturers’  asso¬ 
ciations,  by  Better  Business  Bu¬ 
reaus,  the  United  States  Govern¬ 
ment  and  the  American  Standards 
Association. 

“Within  recent  months,”  he  con- 


Merchandising  in  1937  for  Better  Consumer  Relations 

By  Harold  Ws  Brightman,  Vice-President  and  General  Merchandise 
Manager,  L.  Bamberger  &  Co.,  Inc.,  Newark,  N.  J. 


February,  1937  The  Bulletin  of  the  National  Retail  Dry  Goods  Association  27 


Bill'  iHiTlfiMi 


General 


tinued,  “through  the  cooperation  of 
the  National  Retail  Dry  Goods  As¬ 
sociation  and  a  number  of  consum¬ 
er  and  governmental  agencies,  most 
of  whom  are  represented  at  this 
meeting,  there  has  been  set  up  under 
the  supervision  of  the  American 
Standards  Association  an  Advisory 
Committee  on  Ultimate  Consumer 
Goods. 

“This  Committee,  which  I  have 
the  honor  to  serve  as  Chairman,  is 
at  the  present  time  working  on 
standard  specifications  and  standard 
terminology,  and  informative  label¬ 
ing  on  bed  sheets,  woven  cotton  ma¬ 
terials,  women’s  hosiery,  bedding 
and  upholstery,  and  several  other 
items  of  merchandise.  Projects  rec¬ 
ommended  for  future  action  include 
mothproofing  and  waterproofing  of 
materials ;  the  development  of  stand¬ 
ard  specifications  covering  measure¬ 
ments,  construction  and  labeling  of 
over  100  articles  of  men’s,  women’s 
and  children’s  clothing ;  standard 
counts  in  9  different  types  of  tex¬ 
tiles  ;  and  the  study  of  many  items 
in  the  home  furnishings  field.  Now, 
it  may  l)e  that  my  reference  to 
‘standards’  and  ‘standardization’  in 
the  course  of  these  remarks  may  im¬ 
ply  to  some  of  you  that  I  believe 
consumers  or  retailers  are,  or  should 
be,  interested  in  standardization  or 
regimentation  of  fashion  or  style  or 
price.  Such  could  not  be  further 
from  the  truth. 

Wants  of  Informed  Consumers 

“Our  customers,  as  I  understand 
it,  want  minimum  standards  for  ma¬ 
terials  and  other  staple  products,  to¬ 
gether  with  adequate  publicity  as  to 
whether  merchandise  conforms  to 
these  minimums — then  they  will 
know  whether  they  are  buying 
standard  or  sub-standard  merchan¬ 
dise,  and,  taking  the  price  into  con¬ 
sideration,  can  govern  themselves 
accordingly.  They  want  simple  grad¬ 
ing  of  staple  merchandise  above  the 
minimums  so  they  can  compare 
grades  and  see  if  they  are  getting 
their  money’s  worth.  They  want  a 
degree  of  standardizations  in  sizes 
both  between  stores  and  within  in¬ 
dividual  stores  so  they  will  not  have 
to  face,  as  they  do  now,  in  children’s 
dresses,  for  example,  a  multiplicity 
of  size  ranges  between  2  and  16, 
and  further  wide  discrepancies  in 
individual  sizes  varying  according  to 
manufacturer,  retailer,  material  and 
price. 

“The  informed  consumer,  thanks 
to  the  excellent  work  of  many  con¬ 
sumer  organizations,  wants,  as  I  see 


it,  standardization  of  terminology  so 
that  ‘colorfast’  means  an  adequate 
degree  of  color  permanence,  and  not 
just  the  opposite  of  that  when  the 
word  ‘colorfast’  is  preceded  by  that 
otherwise  honorable  word,  ‘commer¬ 
cially.’  They  object  to  the  word 
‘standard’,  meaning  top  grade  in 
some  merchandise  and  fourth  grade 
in  others ;  and  grade  ‘A’  meaning 
tops  in  milk  and  ‘super  colossal’ 
meaning  tops  in  olives.  They  may 
want  color  standardization  in  house- 
wares,  and  ‘capacity’  or  ‘efficiency’ 
standards  in  electric  refrigerators. 

“.  .  .  And  it  is  our  job  as  mer¬ 
chants,  once  we  find  out  what  it  is 
our  customer  really  wants,  not  only 
to  give  it  to  her  in  the  merchandise 
we  offer  her,  but  to  so  organize  and 
coordinate  our  buying,  our  advertis¬ 
ing,  our  labeling,  our  sales  signs,  our 
windows  and  our  salesclerks,  that 
they  are  all  talking  the  language  the 
consumer  understands. 

“And  don’t  think  that  any  of  this 
so-called  standardization  or  specifi¬ 
cation  business  need  limit  or  hamper 
the  individuality  of  the  retailer. 
There  will  always  be  plenty  of  op- 
jxjrtunity  alx)ve  minimums  and  with¬ 
in  grades  and  tolerances  for  an  alert 
retailer  to  use  his  imagination,  his 
shrewdness,  his  initiative  and  his 
efficiency  to  give  greater  value  and 
greater  service  than  his  less  able 
competitor — for,  above  all,  we  must 
avoid  standardization  and  fixing  of 
price. 

.  .  Our  consumer  committees, 
our  women’s  organizations,  our  gov¬ 
ernment  agencies,  our  associations 
of  retailers,  and  our  associations  of 
manufacturers,  in  their  program  of 
guidance  and  help  for  the  consumer, 
can  only  be  successful  if  they  have 
the  active  support  and  cooperation 
of  the  individual  retailers  through¬ 
out  the  entire  country. 

“If  we  as  merchants  believe  this 
all  makes  sense,  I  recommend  that 
we,  as  individuals,  adopt  the  fol¬ 
lowing  platform  for  1937 : 

A  Merchant’s  Platform 

“First,  let  us  re-educate  ourselves 
in  the  full  knowledge  of  7vhat  our 
customers  think  of  us  and  what  they 
want  of  us: 

By  being  on  the  floor  and  asking 
them ; 

By  seeking  customer  criticism  and 
advice  in  our  newspaper  adver¬ 
tising,  our  shopping  news  bul¬ 
letins,  our  customer  corre¬ 
spondence  ; 

By  establishing  perhaps  our  own 


store  Consumer  Advisory- 
Boards  to  know  the  better  what 
our  customers  want. 

“Second,  let  us  re-emphasise  these 
principles  to  our  buyers: 

To  l)e  in  sympathy  with  our  ideals 
of  standards  and  service  to  cus¬ 
tomers  ; 

To  l)e  really  technically  expert  in 
their  lines  of  merchandise; 

To  develop,  with  the  cooperation 
of  the  manufacturer  and  test¬ 
ing  laboratories  the  things  that 
we  know  our  customers  want, 
including  standards  and  specifi¬ 
cations  on  staple  merchandise, 
and  adequate  informative  labels 
tliat  will  give  content  of  ma¬ 
terials,  easily  understandable 
specifications,  methods  of  wash¬ 
ing  or  cleaning,  and  directions 
for  use  to  give  best  results  and 
longest  wear. 

“Third,  let  us  educate  our  buyers, 
zvith  the  help  of  our  training  depart¬ 
ments: 

To  give  their  salespeople  full  and 
com]:)lete  knowledge  of  their 
merchandise,  its  value,  its  care, 
its  uses  and  its  limitations. 

“Fourth,  let  us  re-educate  our 
publicity  department : 

To  tell  a  simple,  straightforward, 
factual  story  about  our  mer¬ 
chandise  and  about  our  store; 

To  be  much  more  careful  with 
descriptive  terms,  to  actually 
weigh  such  words  as  sale,  spe¬ 
cial,  very  special,  etc.,  giving 
each,  as  one  of  the  country’s 
largest  stores  does,  a  definite 
meaning  in  terms  of  value; 

To  take  the  initiative  in  supply¬ 
ing  complete,  accurate  state¬ 
ments  of  fact  about  merchan¬ 
dise  whether  through  newspap¬ 
ers,  direct  mail,  signs,  windows 
or  salespeople. 

“Fifth,  let  us  set  up  period  checks 
on  our  entire  organisation  to  sec 
that  our  standards  of  merchandise 
and  service  are  being  maintained : 

By  careful  checking  and  inspec¬ 
tion  of  incoming  merchandise; 

By  frequent  investigation  and 
study  of  our  assortments  and 
our  service; 

By  frequent  Bureau  of  Standards 
reports  on  our  merchandise, 
our  labels  and  advertising.’’ 

At  the  close  of  bis  address  Mr. 
Brightman  called  upon  the  Associ¬ 
ation  itself  to  establish  a  Consum¬ 
er’s  Council. 

“Through  this  Council,’’  he  said. 
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“we  should  gather  suggestions  and 
examples  of  achievement  from  all 
our  members;  we  should  coordinate 
retailers’  individual  efforts  to  un¬ 
derstand  and  serve  their  customers; 
we  should  initiate  and  sponsor 
movements  for  necessary  standardi¬ 
zation,  informative  labeling,  and 
completely  honest  advertising,  in 


the  interests  of  all  consumers;  we 
should  obtain  the  necessary  cooper¬ 
ation  from  manufacturing  interests 
to  put  across  our  program ;  we 
should,  in  a  word,  champion  the 
cause  of  the  more  than  120  million 
consumers  of  the  United  States  in 
their  right  to  fair  prices,  honest  in¬ 
formation,  and  value  received.” 


Discussion 


I.  J,  Fairchild,  Chief  of  the  Di¬ 
vision  of  Trade  Standards,  of  the 
National  Bureau  of  Standards,  De- 
partiiient  of  Commerce,  cited  some 
of  the  problems  of  standardization 
which  liave  already  been  solved. 
Commercial  standards  have  been  es¬ 
tablished  within  recent  years  for 
sizes  and  measurements  in  boy’s 
blouses,  waists,  skirts  and  junior 
shirts;  sizes  for  men’s  pajamas; 
sizes  for  knit  underwear.  A  com¬ 
mercial  standard  has  been  estab¬ 
lished  for  the  labeling  of  wool  and 
part  wool  blankets,  though  this 
problem  has  not  been  completely 
solved  in  the  matter  of  observance. 
Standard  systems  of  marking  have 
been  established  for  gold  filled  and 
rolled  gold  plate  articles  and  silver 
in  combination  with  gold.  Methods 
of  testing  woven  dress  fabrics  and 
systems  of  reporting  fabric  char¬ 
acteristics  have  been  standardized. 

“Within  the  last  few  weeks,”  he 
said,  “the  Dress  Creators’  League 
has  announced  a  program  whereby 
for  a  certain  group  of  dresses,  I 
think  in  the  range  from  $10.75  to 
$16.75,  the  fabrics  will  be  tested  be¬ 
fore  they  cut  them  up  and  the  dress 
manufacturer  is  going  to  accept  re¬ 
sponsibility  for  passing  out  informa¬ 
tion  on  the  quality  of  those  fabrics. 

“.  .  .  The  Federal  Trade  Commis¬ 
sion  has  issued  some  rulings,  one 
on  tolerances  for  revealing  the  wool 
content  of  knit  underwear.  That  is 
a  problem  that  is  solved. 

“Another  similar  one  is  pure  dye 
silk.  About  four  or  five  years  ago, 
you  had  a  great  deal  of  trouble 
about  weighted  silks.  While  that 
trouble  has  not  vanished  entirely,  I 
think  you  will  agree  with  me  that 
the  situation  is  very  much  improved. 
Also  we  are  getting  informative 
labels  on  a  number  of  items,  such  as 
sheets,  and  some  of  the  other  staples 
which  are  coming  through.” 

D.  E.  Montgomery,  Consumers’ 
Counsel,  U.  S.  Department  of  Agri¬ 
culture,  said: 

“Consumers  need  more  than  facts 


about  the  goods  they  buy ;  they  need 
someone  who  will  work  in  their  in¬ 
terest,  who  will  act  as  their  agent  in 
solving  for  them  the  greater  part  of 
their  purchasing  problems. 

“•  .  .  Stating  quality  specifications 
and  standards  for  merchandise  in 
terms  that  mean  something  to  con¬ 
sumers  is  only  one  part  of  the  job. 
The  larger  job  is  to  find  out  how 
any  given  need  of  consumers  may  be 
satisfied  at  less  cost,  even  though 
this  means,  as  it  often  will,  that  con¬ 
sumers  should  spend  less  than  they 
now  spend  on  a  given  class  of  mer¬ 
chandise. 

“This  is  not  impractical.  I  wish  I 
had  time  to  go  into  detail  about  how 
certain  cooperative  retail  establish¬ 
ments  in  this  country  owned  by 
their  customers  and  doing  millions 
of  dollars  of  business  a  year  are  con¬ 
ducting  product  research  and  re¬ 
search  into  consumer  use  and  are 
then  putting  all  this  behind  vigorous 
sales  campaigns  to  cut  down  con¬ 
sumers’  expenditures  and  to  point 
the  road  to  real  consumer  economy. 
These  people  are  making  a  success¬ 
ful  and  practical  business  out  of  this 
policy.  This  is  what  all  retailers 
must  be  willing  to  do  if  they  are  to 
fulfill  completely  their  functions  as 
consumers’  purchasing  agents.” 

Concerning  the  gradual  steady 
rise  in  prices  of  a  recovery  period, 
Mr.  Montgomery  asked : 

“Is  it  the  whole  function  of  the 
retailer  simply  to  pass  along  such 
increases  as  manufacturers  an¬ 
nounce,  or  can  the  retailer  become 
an  active  force  in  business  to  resist 
the  price  advances  which  run  ahead 
of  gains  in  consumer  income?  Is  it 
not  to  the  common  interest  of  retail¬ 
ers  and  consumers  to  see  that  in¬ 
come  keeps  well  ahead  of  the  cost 
of  living  so  that  larger  quantities 
of  merchandise  can  be  purchased 
and  consumed?  I  suppose  the 
answer  depends  upon  whom  the  re¬ 
tailer  is  working  for.  If  he  is  simply 
the  sales  agent  of  the  manufacturer, 
he  probably  wants  all  prices,  whole¬ 
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sale  and  retail,  dictated  by  the  man¬ 
ufacturer  and  he  wants  laws  to  peg 
prices  or  push  them  to  higher  levels. 
But  if  he  is  working  as  the  consum¬ 
er’s  purchasing  agent,  his  primary 
concern  is  to  see  to  it  that  retail 
prices  go  up  less  rapidly  than  na¬ 
tional  income  so  that  consumer  pur¬ 
chasing  power  may  be  maintained 
and  enlarged.” 

Miss  Ruth  O’Brien,  Chief,  Di¬ 
vision  of  Textiles  and  Clothing, 
Bureau  of  Home  Economics,  U.  S. 
Department  of  Agriculture,  pointed 
out  that  the  movement  for  informa¬ 
tive  labeling  of  merchandise  is  at 
least  fifteen  years  old. 

She  asked  that  “we  come  down 
to  realities  and  notice  how  very, 
very  few  are  the  informative  labels 
actually  in  existence.  The  number 
of  retail  stores  which  have  testing 
laboratories  or  are  using  testing  la¬ 
boratories  can  be  counted  on  the 
fingers  of  my  two  hands.  We  have 
two  or  three  manufacturers  o£  bed¬ 
ding  who  are  now  putting  specifica¬ 
tions  on  their  products.  We  have 
one — as  far  as  I  know,  only  one — 
rug  manufacturer  who  is  putting 
specifications  on  his  product.  And 
I  am  ashamed  to  admit  it,  but  we 
know  from  personal  observations 
that  in  at  least  one  department  store 
in  Washington,  the  clerks  remove 
those  labels  just  as  soon  as  the  rugs 
come  into  the  store. 

She  spoke  of  the  “maze  of  con¬ 
fusing  fabric  names  which  people 
can’t  pronounce  or  spell,  much  less 
learn  what  they  mean”  as  a  good 
reason  for  decreased  yard  goods 
sales. 

Concerning  the  standardization  of 
sizes  in  ready-to-wear  garments,  she 
spoke  of  the  special  problem  of  chil¬ 
dren’s  clothes,  in  which  no  stand¬ 
ardization  appears  to  exist,  so  that 
the  same  four-year-old  child  may  be 
wearing  “a  six-year-size  dress,  an 
eight-year  size  coat  and  perhaps  a 
size  ten  suit  of  underwear.” 

Finally,  Miss  O’Brien  passed 
charts  among  the  audience  which 
illustrated  the  scarcity  of  truly  in¬ 
formative  labels  and  the  preponder¬ 
ance  of  those  which  are,  at  best,  un¬ 
informative. 

Miss  Julia  K.  J affray.  Chair¬ 
man  of  the  Department  of  Prob¬ 
lems  in  Industry  of  the  New  York 
State  Federation  of  Women’s 
Clubs,  spoke  of  the  resolution  con¬ 
cerning  fabric  identification  recently 
adopted  by  her  organization  and 
sent  to  the  Federal  Trade  Commis¬ 
sion  ;  and  reported  that  the  Commis¬ 
sion  is  “making  a  nation-wide  in- 
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vestigation  to  determine  the  best 
thing  to  do  for  all  concerned,  for 
the  producers,  the  retailers,  and  the 
consumers.”  She  urged  the  adop¬ 
tion  of  a  standard  of  fabric  termin¬ 
ology  which  would  mean  accurate 
information  for  the  consumer  con¬ 
cerning  the  fiber  content  of  a  gar¬ 
ment  of  fabric  purchase. 

Dr.  Faith  Morse  Williams, 
Chairman  of  the  Committee  on 
Social  Science  Education  of  the 
American  Association  of  Universi¬ 
ty  Women,  said  in  part : 

“We  want  good  labels  so  that  w'e 
can  compare  two  similar  articles  of 
different  price  and  find  out  what  is 
the  quality  reason  for  the  price  dif¬ 
ference.  We  don’t  always  necessari¬ 
ly  want  to  buy  the  best  there  is  in 
the  country.  We  want  intermediate 
or  third  grade  goods  for  intermedi¬ 
ate  or  transient  uses,  and  when  we 
do  want  the  best  goods,  we  want  to 
be  sure  that  w’e  are  getting  them 
when  we  pay  a  price  which  should 
bring  us  the  best  goods. 

Standard  Specifications  Needed 

“.  .  .  About  two  months  ago,  at 
a  meeting  of  consumer  organiza¬ 
tions  interested  in  more  scientific 
purchasing  information  for  consum¬ 
ers,  I  suggested  that  we  have  a  na¬ 
tionwide  meeting  on  consumer  pur¬ 
chasing,  and  that  we  ask  retailers 
who  have  been  buying  from  manu¬ 
facturers  and  selling  to  consumers 
in  terms  of  standard  specifications 
which  have  been  agreed  upon  by  a 
scientific,  impartial,  nationwide 
agency  to  set  up  exhibits  to  show  us 
how  they  have  been  doing  it.  It 
w'as  finally  discovered  that  there  are 
no  such  exhibits  possible  because  the 
retailers  who  are  now  selling  in 
terms  of  standard  specifications  are 
using  their  own  specifications  and 
the  consumer  must  go  from  one 
store  to  another  and  learn  one  set 
of  tests  in  one  store  and  then  an¬ 
other  set  of  tests  in  another  store.  I 
hojje  that  by  the  time  we  have  the 
World’s  Fair  it  will  be  possible  to 
bring  together  such  exhibits  from 
different  retail  stores  where  they 
have  successfully  used  standard  spe¬ 
cifications  developed  by  impartial 
nationwide  agencies.” 

Mrs.  Harriet  Howe,  Assistant 
in  Consumer  Education,  American 
Home  Economics  Association,  who 
also  represented  the  National  Con¬ 
gress  of  Parents  and  Teachers, 
posed  these  four  questions : 

“Who  is  to  certify  the  certifiers? 
With  such  an  increase  in  certificates 


of  approval,  how  can  we  know  they 
mean  anything? 

“Is  not  the  privilege  of  returning 
goods  the  consumer’s  main  defense 
at  present  against  high  sales  pres¬ 
sure  and  lack  of  standardization  of 
sizes,  and  so  forth? 

“Should  not  the  consumer  expect 
price  to  be  an  index  to  quality? 

“Who  pays  for  the  second  article 
in  a  one-cent  sale,  if  the  first  was 
ever  worth  the  price?.  .  .  . 

The  Returns  Privilege 

“The  merchant,”  she  continued, 
“stands  between  the  customer  and 
the  manufacturer,  and  he  is  no  small 
degree  responsible  for  the  fact  that 
standards  relative  to  garment  sizes, 
methods  of  construction,  color  fast¬ 
ness,  shrinkage  and  other  important 
factors  are  so  inadequate.  We  take 
the  position  that  until  we  have  the 
means  provided  in  retail  stores  to 
permit  intelligent  buying  we  should 
return  merchandise  that  proves  un¬ 
satisfactory.” 

Miss  Julia  Coburn,  Fashion 
Editor  of  the  Ladies’  Home  Jour¬ 
nal,  expressed  the  opinion  that 
stores  could  win  consumer  good  will 
by  a  definite  move  to  improve  em¬ 
ployee’s  working  conditions;  by  ad¬ 
vertising  free  from  exaggeration ; 
and  by  a  general  effort  all  along  the 
line  to  give  the  consumer  sound  ad¬ 
vice  as  to  wise  buying. 

Mrs.  Esther  Podester,  Publish¬ 
er’s  Special  Representative  of  the 
New  York  American,  gave  one  of 
her  crisp  dissertations  on  inconsist¬ 
encies  in  store  operation: 

“Why,  if  a  cotton  dress  fails  to 
launder  satisfactorily  and  is  brought 
back  to  a  store,  does  the  section  man 
nine  times  out  of  ten  assume  that 
the  method  of  laundering  was  incor¬ 
rect?  Most  women  have  been  doing 
this  task  successfully  for  years.  In 
this  particular  case,  where  some¬ 
thing  went  wTong,  why  is  it  as¬ 
sumed  that  the  customer  must  be  at 
fault  ? 

“Why  do  so  many  retailers  as¬ 
sume  that  Florida  and  winter 
cruises  are  indulged  in  only  by 
women?  Little  interest  is  shown  in 
outfitting  youngsters  or  men. 

“Why  do  so  many  model  rooms, 
which  are  always  so  attractive,  so 
seldom  resemble  the  rooms  to  be 
found  in  the  average  house  or 
apartment?.  .  .  . 

“Why  do  so  many  stores  main¬ 
tain  completely  stocked  drapery 
hardware  departments  and  then  have 
them  manned  by  salespersons  who 


seem  unable  to  give  any  construc¬ 
tive  help  to  the  woman  who  has  a 
window  problem?.  .  .  . 

“Why  is  it  that  in  many  furniture 
departments  the  same  piece  of  fur¬ 
niture  will  often  be  described  as  a 
different  period  by  different  sales¬ 
men? 

“Why  do  many  stores  state  clear¬ 
ance  sales  and  then  w'hen  the  cus¬ 
tomer  asks  the  salesperson  the  for¬ 
mer  price  of  the  merchandise  she  is 
informed  that  it  is  new  goods  pur¬ 
chased  for  the  sale  at  a  special  buy 
and  therefore  a  former  price  cannot 
be  quoted — but  is  worth  so  and  so. 

“Why  are  so  many  stores  so  often 
enthusiastic  about  merchandise  long 
before  the  customer  is  ready  to  buy 
it — then  when  her  needs  are  being 
converted  into  buying  everyone  in 
the  store  seems  to  have  lost  all  in¬ 
terest  in  that  merchandise  and  often 
are  unable  to  give  any  information 
about  it? 

“Why  do  many  stores  send  a  man 
out  to  hang  Venetian  blinds  or 
cornices  minus  a  stepladder  ?  In 
many  apartments  this  is  not  part  of 
the  household  equipment.  .  .  . 

Consumer  Relations  Study 

“Why  is  it  that  in  many  stores 
solid  colored  or  colored  border 
sheets  are  only  obtainable  in  sizes 
from  72”  up  and  often  sold  only 
in  sets?  These  are  frequently  re¬ 
quired  for  the  single  size  beds  in 
the  home  and  the  color  used  to  make 
it  easy  in  sorting  linens.  Then, 
since  the  stores  do  not  carry  63”, 
why  don’t  the  salespeople  as  a  rule 
suggest  a  white  sheet  that  bears  a 
size  identification  tag? 

“Why  will  an  inexpensive  por¬ 
celain  top  table  for  the  kitchen  of¬ 
ten  be  delivered  wrapped  most  care¬ 
fully  in  excelsior  filled  paper,  and 
the  mahogany  coffee  table  that  cost 
three  or  four  times  as  much  have 
for  its  wrapping  merely  an  address 
tag  and  possibly  a  few  scratches?” 

After  the  lean  years  of  the  depres¬ 
sion,  the  consumer  is  ready  to  buy 
more  things,  Mrs.  Podester  said, 
and  there  is  a  real  need  now,  she 
concluded,  for  “a  constant  feeling 
of  the  consumer  pulse”  to  deter¬ 
mine  her  wants,  likes  and  dislikes. 

“You  can  get  closer  to  the  con¬ 
sumer.  It  will  take  time  and  some 
effort  to  do  so.  But  when  you  do  it 
is  amazing  how  interesting  and 
profitable  a  study  it  will  be. 

“Large  concerns  have  public  rela¬ 
tions  men — why  not  a  consumer  re¬ 
lations  man  for  retail  establish¬ 
ments  ?” 
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Taxation 


(Taxation  and  Control  Sessions  Summarized  by  H.  I.  Kleinhaus,  Manager,  Controllers'  Congress) 

Chairman,  Jay  Iglauer,  Vice-President,  The  Halle  Bros.  Co.,  Cleveland, 

Ohio,  and  Chairman,  N.  R.  D.  G.  A.  Taxation  Committee 


Significant  Changes  in  Federal  Income  Taxation 

By  Victor  H.  Stempf,  C.P.A.,  Chairman,  Committee  on  Federal  Income 
Taxation,  American  Institute  of  Accountants,  and  Vice-President,  New 
York  State  Society  of  Certified  Public  Accountants 


Mr.  STEMPF  in  his  remarks 
l)ointed  out  that  rates  of  tax 
on  individuals  in  the  1936 
Revenue  Act  were  identical  with 
those  in  the  1935  Act  but  that  divi¬ 
dends  received  from  domestic  cor¬ 
porations  are  now  subject  to  nor¬ 
mal  tax  as  well  as  surtax  in  the 
hands  of  individuals. 

With  regard  to  the  changes  in 
the  law  which  affect  corporations, 
the  speaker  said: 

“As  to  capital  stock  tax,  by 
amendment,  only  the  rate  has  l)een 
changed  to  $1.00  per  $1,000  of  de¬ 
clared  value,  instead  of  $1.40  per 
$1,000  as  contemplated  by  the  1935 
Act.  Similarly,  the  excess-profits 
tax  now  in  force  is  the  one  imposed 
by  the  1935  Act,  but  as  amended  by 
the  1936  Act. 

“The  taxable  income  of  domestic 
corporations  is  subject  (in  addition 
to  the  excess-profits  tax)  to  a  nor¬ 
mal  tax  and  the  new  surtax  on  un¬ 
distributed  profits.  The  normal  tax 
on  corporations  begins  at  8%  on  the 
first  $2,000,  increases  to  11%  on 
the  next  $13,000  and  to  13%  on 
taxable  income  from  $15,000  to 
$40,(XX),  with  a  rate  of  15%  appli¬ 
cable  to  all  taxable  income  in  excess 
of  $40,000.  These  rates  supersede 
those  ranging  from  12j4%  to  15% 
provided  by  the  1935  Act. 

“Domestic  corporations  are  al¬ 
lowed  to  deduct  the  excess  profits 
tax  as  an  expense.  Fifteen  per  cent 
of  the  dividends  received  from  do¬ 
mestic  companies  is  subject  to  nor¬ 
mal  income  tax  and  excess-profits 
tax.  but  no  part  of  such  dividends 
is  exempt  in  the  calculation  of  the 
surtax  on  undistributed  profits. 
Charitable  contributions  are  allow¬ 
able  deductions  up  to  5%  of  tax¬ 
able  net  income.” 

As  to  the  tax  on  improper  ac¬ 
cumulation  of  surplus,  this  “special 
tax  is  levied  upon  the  net  income  of 
a  corporation ;  however  created  or 
organized,  if  such  a  corporation  is 
formed  or  utilized  for  the  purpose 
of  preventing  the  imposition  of  the 


surtax  upon  its  shareholders  or  the 
shareholders  of  any  other  corpora¬ 
tion,  by  permitting  earnings  or 
profits  to  accumulate  instead  of  l)e- 
ing  distributed. 

“The  fact  that  any  corporation  is 
a  mere  holding  or  investment  com- 
l)any,  or  that  the  earnings  or  profits 
are  permitted  to  accumulate  beyond 
the  reasonable  needs  of  the  busi¬ 
ness,  is  prima-facie  evidence  of  a 
purpose  to  avoid  surtax  upon  share¬ 
holders.” 

Surtax  on  Undistributed  Profits 

Mr.  Stempf  sounded  a  note  of 
warning  concerning  the  hope  that 
“certain  of  the  new  provisions  re¬ 
lating  to  the  surtax  on  undistributed 
profits  may  be  held  to  be  unconstitu¬ 
tional.  It  was  believed  quite  gener¬ 
ally,  at  first,  that  these  provisions 
would  violate  the  ‘due  process’ 
clause  of  the  Constitution.  The  sur¬ 
tax  on  undistributed  profits  is  im¬ 
posed  on  that  portion  of  the  income 
of  the  taxable  year  which  is  not  dis¬ 
tributed,  and  there  appears  to  be  no 
reasonable  doubt  that  it  is  an  in¬ 
come  tax. 

“Whether  or  not  the  fact  that  the 
tax  can  be  avoided  by  a  corporation 
which  has  a  surplus  while  a  corpora¬ 
tion  with  a  deficit  but  current  earn¬ 
ings  is  helpless,  is  a  sufficiently 
‘gross  and  patent  inequality’  to  ren¬ 
der  the  tax  unconstitutional  under 
the  Fifth  Amendment,  is  a  matter 
of  legal  opinion.  Eminent  lawyers 
do  not  place  much  reliance  on  the 
possibility  that  the  tax  will  be  held 
unconstitutional,  on  the  grounds  that 
the  Supreme  Court  has  been  loath, 
in  view  of  the  wide  taxing  powers 
granted  Congress,  to  hold  a  taxing 
statute  void.” 

Concerning  the  rates  of  the  sur¬ 
tax.  Mr.  Stempf  remarked: 

“To  determine  the  aggregate,  ef¬ 
fective  maximum  rates  of  corporate 
tax  one  must  assume  that  there  are 
no  dividends  distributed  and  that 
the  15%  normal  tax  applies.  Un¬ 
der  such  circumstances,  the  surtax 


rates  running  from  7%  to  27%, 
figured  on  their  respective  brackets 
of  income,  represent  an  average  ef¬ 
fective  rate  of  20j4%  on  the  aggre¬ 
gate  income  subject  to  surtax,  which 
is  equivalent,  however,  to  approxi¬ 
mately  17j4%  of  the  basic  income 
upon  which  the  normal  tax  of  ap¬ 
proximately  15%  is  calculated.  The 
combined  maximum  normal  and  sur¬ 
tax  rate  may,  therefore,  be  stated  at 
approximately  32j4%-  When  the 
taxable  income  of  a  corporation  is 
about  the  same  as  its  book  income, 
a  rate  of  32)4%  cannot  be  consid¬ 
ered  confiscatory  in  the  light  of  a 
comparison  with  the  higher  brackets 
of  individual  surtaxes. 

“However,  where  a  corporation’s 
actual  net  income  is  far  below  its 
statutory  net  income  by  reason  of 
large  unallowable  deductions,  the 
taxes  it  now  has  to  pay  may  well  be 
confiscatory.  For  example,  a  cor¬ 
poration  with  an  operating  deficit 
at  the  beginning  of  the  year,  current 
income  of  $100,000  and  a  capital  net 
loss  of  $100,000  would  have  to  pay 
total  taxes  of  almost  $31,000  even 
though  it  has  no  actual  net  income, 
in  view  of  the  fact  that  only  $2,000 
of  the  capital  net  loss  is  deductible 
in  computing  statutory  net  income 
and  that  it  cannot  pay  dividends.  If 
the  capital  net  loss  in  the  foregoing 
example  is  reduced  to  $50,000,  the 
effective  tax  rate  on  its  actual  net 
income  of  $50,000  will  he  62%.  The 
same  condition  existed,  of  course, 
under  the  1934  Act,  but  at  that  time 
the  tax  was  not  nearly  so  burden¬ 
some.” 

Mr.  Stempf  expressed  the  opinion 
that  the  present  Administration 
seems  to  regard  a  complex  corpo¬ 
rate  structure  such  as  a  holding  com¬ 
pany  as  socially  evil.  Thus,  divi¬ 
dends  of  one  corporation  passing 
through  the  hands  of  another  cor¬ 
poration  are  taxed.  Although  this 
tax  will  not  amount  to  more  than 
2)4%  of  the  dividend  each  time  it 
is  distributed,  a  much  heavier  penal¬ 
ty  exists  in  the  surtax  on  undistri¬ 
buted  profits,  “in  view  of  the  fact 
that  the  entire  dividend  income  is 
included  in  the  income  subject  to 
the  surtax  as  to  each  corporation  in 
the  chain.  This  heavier  penalty  can 
be  avoided  only  by  the  distribution 
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Resolutions  Concerning  Taxation 
Adopted  by  the  Convention 

WHEREAS,  the  provisions  of  the  1936  Revenue  Act  relating 
to  the  tax  on  undistributed  earnings  are  such  that,  in  the  opinion 
of  the  Committee,  certain  of  these  provisions  may  seriously 
impair  the  capital  of  certain  corporations  and  may  discriminate 
particularly  against  smaller  corporations, 

RESOLVED,  That  the  National  Retail  Dry  Goods  Association 
recommend  amendment  of  the  1936  Revenue  Act  covering  the 
tax  on  undistributed  earnings  in  the  following  respects: 

(a)  To  provide  that  corporations  with  impaired  capital 
be  not  penalized  for  failure  to  distribute  earnings. 

(b)  To  provide  that  corporations  be  not  penalized  for 
failure  to  distribute  earnings,  the  distribution  of  which 
would  violate  state  laws  or  the  existing  charter  or  by¬ 
laws  of  a  corporation. 


WHEREAS,  commerce  and  industry  in  this  country  have  been 
built  upon  the  principle  of  business  plowing  back  a  part  of 
current  earnings,  corporations  should  not  be  under  the  necessity 
of  declaring  dividends  amounting  to  the  entire  earnings  in  any 
year  in  order  to  avoid  the  penalty  imposed  for  failure  to 
distribute  earnings. 

RESOLVED,  That  the  National  Retail  Dry  Goods  Association 
urge  an  amendment  to  provide  an  exemption  to  permit  a  reason¬ 
able  portion  of  earningis  to  be  retained  in  the  business  for 
present  needs  and  future  expansion. 

Comment :  Students  of  income  taxation  know  that  the  British, 
who  have  had  experience  over  a  longer  period  of  time  in  taxing 
upon  the  theory  according  to  ability  to  pay,  go  so  far  as  to 
allow  losses  to  be  carried  forward  as  long  as  six  years.  Under 
the  American  system,  corporations  with  capital  impaired 
through  losses  not  only  cannot  recoup  such  capital  losses,  but 
are  under  pressure  to  distribute  current  earnings,  the  net  result 
being  ultimate  exhaustion  of  the  working  capital  of  such  cor¬ 
porations. 

Prudent  business  policy  demands  that  a  reasonable  portion 
of  current  earnings  he  withheld  from  distribution  without  pen¬ 
alty,  to  finish  working  capital  for  present  needs  and  for  the 
future  requirements  of  an  expanding  business.  This  is  especial¬ 
ly  true  of  successful  corporations  with  small  capital. 


BE  IT  RESOLVED  that  the  National  Retail  Dry  Goods  Asso¬ 
ciation  recommend  that  the  status  of  debt-ridden  corporations 
with  respect  to  covenants  requiring  the  payment  of  interest  and 
principal  of  debts  before  declaration  of  dividends,  should  be 
clarified  so  as  to  include  such  payments  within  the  exemption 
provisions  now  contained  in  the  Revenue  Act  of  1936. 


BE  IT  RESOLVED  that  the  National  Retail  Dry  Goods  Asso¬ 
ciation  urge  that  the  provisions  of  the  tax  on  undistributed  earn¬ 
ings  as  they  affect  corporations  with  smaller  earnings  be  clarified 
to  make  easier  the  application  and  computation  of  the  specific 
credits  to  which  such  corporations  are  now  entitled. 

Comment:  Small  corporations  obviously  are  not  usually 
equipped  with  the  expert  accounting  assistance  that  can  be  af¬ 
forded  by  larger  corporations.  It  will  simplify  the  procedure 
of  corporations  and  reduce  the  expensive  administration  to  the 
(Continued  on  page  33) 


of  its  entire  income  by  each  cor¬ 
poration  in  the  group.” 

Discussing  the  question  of  wheth¬ 
er  the  corporation  is  merely  an  in¬ 
termediary  for  purposes  of  income 
taxation,  Mr.  Stempf  draws  the  fol¬ 
lowing  conclusion: 

‘‘With  the  enactment  of  the  1936 
Act,  which  subjects  dividends  to 
normal  tax  in  the  hands  of  the  in¬ 
dividual  shareholder,  taxes  inter¬ 
company  dividends  in  part  and  im¬ 
poses  a  surtax  on  undistributed  cor¬ 
porate  income,  it  is  inescapable  that 
a  corjwration  is  now  regarded  un¬ 
der  our  income  tax  law  as  an  en¬ 
tity,  and  not  an  intermediary,  and 
the  theory  that  corporate  income 
should  be  taxed  only  once  has  been 
abandoned.  It  is  worthy  of  repeti¬ 
tion  that  although  the  tax  may  be 
avoided  through  distribution  of 
earnings  and  consequent  subjection 
of  the  dividend  to  individual  surtax, 
the  imposition  of  the  corporate  sur¬ 
tax  in  cases  where  the  income  is  not 
distributed  does  not  make  such  in¬ 
come  exempt  from  the  individual 
surtax,  nor  permit  the  crediting  of 
the  corporate  surtax  against  the  in¬ 
dividual  surtax,  when  the  income 
is  subsequently  paid  out  to  the  stock¬ 
holders.” 

The  law  appears  to  grant  relief 
to  certain  corporations,  but  the  re¬ 
lief  ("aside  from  the  exemption  of 
banks  and  insurance  companies 
from  the  undistributed  earnings 
tax)  is  decidedly  limited  to  ‘‘cor¬ 
porations  unable  to  distribute  all  or 
part  of  their  earnings  on  account  of 
contractual  obligations,  credits  have 
been  granted  which  may  be  applied 
in  reduction  of  the  income  subject 
to  the  surtax.  Such  credits,  how¬ 
ever,  have  been  hedged  around  with 
so  many  restrictions,  that  very  few 
of  the  contracts  under  which  it  is 
hoped  that  a  credit  can  be  claimed 
are  likely  to  measure  up  to  the  re¬ 
quirements  of  the  law  and  regula¬ 
tions.  No  relief  at  all  has  been 
granted  in  the  case  of  corporations 
unable  for  other  reasons  to  pay  divi¬ 
dends,  as  for  example,  those  with 
current  profits  but  accumulated  defi¬ 
cits  organized  under  the  laws  of 
some  state  which  does  not  permit 
dividends  to  be  paid  until  an  impair¬ 
ment  of  capital  is  made  good,  or  in 
the  case  of  corporations  which  are 
under  necessity  of  using  their  earn¬ 
ings  in  expansion  or  renovation  of 
their  plants.” 

Comparing  the  British  method  of 
taxing  incomes  with  the  tax  on  un¬ 
distributed  earnings,  Mr.  Stempf 
emphasizes  the  British  policy  of  tax¬ 
ing  income  only  once.  A  corporation 
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pays  a  tax  on  its  entire  income. 
Wiien  a  dividend  is  distributed  the 
corjKjration  deducts  and  retains  the 
tax  thereby  reimbursing  itself. 
“Thus,  the  shareholder  actually 
pays  the  tax  on  so  much  of  the  in¬ 
come  as  is  distributed,  while  the  cor¬ 
poration  temporarily  pays  the  tax  on 
the  income  retained.  The  sharehold¬ 
er  takes  credit  for  the  tax  on  the 
dividend,  and,  if  by  reason  of  per¬ 
sonal  losses  or  otherwise,  the  tax 
paid  exceeds  his  liability,  he  may  re¬ 
cover  the  excess.  If  the  shareholder 
is  subject  to  surtax,  he  pays  it  on 
his  entire  income  including  divi¬ 
dends.” 

An  expedient  adaptation  of  this 
principle  was  advocated  by  the  Com¬ 
mittee  on  Federal  Taxation  of  the 
American  Institute  of  Accountants 
at  the  hearing  of  the  Senate  Finance 
Committee  in  May,  1936. 

Relief  Credits 

Of  i)articular  importance  are  Mr. 
Stempf’s  remarks  with  respect  to  re¬ 
lief  credits;  they  are  quoted  in  their 
entirety : 

“The  relief  credits  of  the  present 
law  relate  to  two  classes  of  con¬ 
tracts  restricting  the  payment  of 
dividends ; 

(1)  Those  which  prohibit,  to  a  spe¬ 
cified  extent,  the  payment  of 
dividends,  and 

(2)  Those  which  relate  to  the  ap¬ 
plication  of  a  portion  of  earn¬ 
ings  for  the  year  to  the  dis¬ 
charge  of  debt  created  on  or 
before  April  30,  1936. 

“Tbe  credit  allowable,  with  re¬ 
spect  to  tfie  provisions  prohibiting 
the  payment  of  dividends,  is  an 
amount  equal  to  the  excess  of  ad¬ 
justed  net  income  over  the  aggregate 
of  the  amounts  which  can  1^  distri¬ 
buted  within  the  taxable  year  with¬ 
out  violating  a  provision  of  a  writ¬ 
ten  contract  executed  by  the  cor¬ 
poration  prior  to  May  1,  1936,  which 
expressly  deals  with  the  payment  of 
dividends.  It  should  be  noted  that 
the  Commissioner,  in  his  illustra¬ 
tion  of  this  credit  in  the  regulations, 
takes  into  account  the  surplus  at  the 
beginning  of  the  taxable  year,  so 
that,  in  many  cases,  the  credit  may 
be  nullified. 

“The  regulations  state  that  the 
charter  of  a  corporation  does  not 
constitute  a  written  contract  execut¬ 
ed  by  the  corporation  within  the 
meaning  of  the  Act. 

“The  corporate  laws  of  most 
states  permit  the  payment  of  divi¬ 
dends  only  out  of  the  excess  of  as¬ 
sets  over  liabilities  and  capital  stock 


Resolutions  Concerning  Taxation 

(Continued  from  preceding  page) 

Bureau  of  Internal  Revenue  if  compensation  of  credits '  and  the 
application  of  the  rates  as  they  affect  corporations  with  small 
earnings,  could  be  materiaUy  simplified  under  the  present 
statute. 


BE  IT  RESOLVED  that  the  National  Retail  Dry  Goods  Asso¬ 
ciation  urge  an  amendment  of  the  Revenue  Act  of  1936  to  pro¬ 
vide  a  reasonable  time  after  the  close  of  the  taxable  period  of 
a  corporation  within  which  time  the  corporation  shall  have 
opportunity,  without  incurring  the  penalty  now  provided  in  the 
law,  to  determine  the  amount  of  its  earnings  and  to  pay  to  the 
distributees  the  amount  to  be  determined  as  dividends. 

Comment:  For  every  $1,000,000  of  additional  volume,  a  store 
must  have  increased  working  capital  in  accounts  receivable  and 
merchandise  which  are  normal  and  essential  needs  without 
which  stores  cannot  operate  efficiently.  It  was  most  unfortunate 
that  in  final  conference  before  enactment  of  the  1936  law  there 
was  omitted  from  the  law  a  provision  for  a  60  day  period  after 
the  close  of  the  taxable  year,  in  which  the  corporation  would 
have  time  to  ascertain  accurately  its  net  income  with  due  delib¬ 
erations,  the  amount  of  its  earnings  to  be  safely  distributed, 
and  the  manner  of  such  distribution. 


BE  IT  RESOLVED  that  through  the  use  of  a  questionnaire 
or  other  method  of  fact  finding,  data  be  assembled  from  the  in¬ 
dividual  members  of  the  Association  or  other  sources  with  rela¬ 
tion  to  the  laws  of  each  state  involving  the  payment  of  dividends 
and  the  discriminatory  effect  upon  our  members  due  to  the 
failure  of  the  law  to  grant  exemption  in  some  degree  in  some 
states  to  those  corporations  which  have  suffered  capital  impair¬ 
ment,  to  the  end  that  further  study  may  be  given  to  the  in¬ 
equalities  and  discriminations  existing  between  states  having 
differing  laws  in  this  respect. 


WHEREAS,  the  National  Retail  Dry  Goods  Association  has 
hitherto  taken  a  position  with  respect  to  some  of  the  publicity 
features  of  past  income  tax  legislation, 

BE  IT  RESOLVED,  That  the  National  Retail  Dry  Goods 
Association  now  recommend  that  inquiry  be  made  of  the  proper 
federal  agencies  concerning  the  results  and  benefits,  if  any,  that 
have  grown  out  of  the  provisions  for  publicity  of  the  compensa¬ 
tion  paid  to  individuals  as  provided  in  the  Revenue  Act  and 
in  the  regulations  of  the  Securities  and  Exchange  Commission 
and  if  upon  receipt  of  the  information  there  appears  no  clear 
justification  for  these  provisions,  that  the  National  Retail  Dry 
Goods  Association  urge  repeal  of  these  features  in  the  respective 
acts  and  regulations. 


BE  IT  RESOLVED,  That  the  National  Retail  Dry  Goods 
Association  urge  the  elimination  of  those  excise  taxes,  the  cost 
of  collection  and  administration  of  which  are  disproportionate 
to  the  revenue  derived  therefrom. 


BE  IT  RESOLVED,  That  the  National  Retail  Dry  Goods 
Association  inform  other  organizations  similarly  interested  in 
tax  studies  concerning  its  plans  and  recommendations  and  co¬ 
operate  with  such  organizations  or  committees  when  necessary 
or  desirable. 
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(in  other  words,  surplus)  although 
some  states  permit  the  payment  of 
dividends  out  of  current  earnings 
despite  the  existence  of  a  net  book 
deficit.  Where  corporations  have 
adjusted  net  income  during  the  tax¬ 
able  year,  have  paid  no  dividends 
during  the  year,  and  have  a  deficit 
at  the  end  of  the  year,  hope  has 
emanated  from  many  quarters  that 
if  such  corporations  are  organized 
under  state  laws  which  prohibit  the 
payment  of  dividends  while  a  deficit 
exists,  relief  may  be  secured  by  vir¬ 
tue  of  the  corporate  charter. 

“Whether  or  not  the  Commission¬ 
er  is  correct  in  stating  that  the 
charter  of  a  corporation  does  not 
constitute  a  written  contract  execut¬ 
ed  by  the  corporation  within  the 
meaning  of  the  Act,  involves  a  legal 
question  which  will  have  to  be  ruled 
upon  by  the  courts.  Until  such  ques¬ 
tion  is  decided  by  the  courts,  and  as 
the  Commissioner  has  already  ruled 
that  the  corporate  charter  will  grant 
no  relief,  efficient  management  will, 
no  doubt,  find  ways  and  means  of 
correcting  such  a  situation.  In  many 
cases,  the  problem  can  l)e  solved  by 
a  statutory  reduction  of  capital  or 
a  contribution  by  the  stockholders  to 
surplus,  making  it  possible  for  the 
corporation  to  pay  dividends.  Even 
in  such  cases,  questions  will  certain¬ 
ly  arise  as  to  the  validity  of  the 
provisions  defining  a  dividend  to  in¬ 
clude  a  distribution  out  of  earnings 
or  profits  of  the  taxable  year  with¬ 
out  regard  to  the  amount  of  the 
earnings  and  profits  at  the  time  the 
distribution  is  made.  The  sharehold¬ 
ers  would  be  receiving  a  return  of 
capital  and  if  the  distribution  is  fin¬ 
ally  held  not  to  be  a  taxable  divi¬ 
dend,  the  distributing  corporation 
may  be  denied  the  benefit  of  the 
dividends-paid-credit. 

“Concerning  contracts  dealing 
with  the  disposition  of  earnings  of 
the  taxable  year  in  discharge  of  a 
debt,  the  credit  is  limited  to  that 
amount  which  is  actually  so  paid  or 
irrevocably  set  aside  during  the  tax¬ 
able  year  pursuant  to  the  require¬ 
ments  of  such  a  contract.  In  order 
that  a  credit  may  be  claimed,  the 
contract  must  expressly  deal  with 
the  disposition  of  earnings  and 
profits  of  the  taxable  year.  It  is  not 
sufficient,  for  example,  that  a  bond 
contract  require  (a)  periodic  sink¬ 
ing-fund  contributions,  (b)  periodic 
retirement  of  a  stated  amount  or 
proportion  of  bonds,  or  (c)  sinking 
fund  payments  in  proportion  to 
gross  income  or  in  ^proportion  to 
quantity  of  natural  resources  con¬ 
sumed  in  operations.  Nor  are  share¬ 


holders  considered  creditors.  There¬ 
fore,  no  relief  is  granted  for  provi¬ 
sions  requiring  the  retirement  of 
preferred  stock.” 

Dividends-Paid-Credit 

According  to  the  speaker  the  divi¬ 
dends-paid-credit  section  is  the  most 
complicated  of  any  in  connection 
with  the  subject  of  corporate  sur¬ 
tax.  Mr.  Stempf  remarked : 

“The  dividends-paid-credit  is  the 
amount  of  dividends  paid  during 
the  taxable  year,  and  the  term  ‘divi¬ 
dend’  means  a  distribution  out  of 
earnings  or  profits  accumulated  after 
February  28,  1913,  or  out  of  the 
earnings  or  profits  of  the  taxable 
year  without  regard  to  the  amount 
of  accumulated  earnings  and  profits 
at  the  time  of  distribution.  Divi¬ 
dends  can  be  paid  not  only  in  cash, 
but  also  (a)  in  property  (includ¬ 
ing  stock  of  the  corporation  if  held 
by  the  corporation  as  an  invest¬ 
ment),  (b)  in  obligations  of  the  cor¬ 
poration  and  (c)  in  taxable  stock 
dividends.  Dividend  distribution  to 
be  effective  as  dividends-paid-credit 
must  be  pro  rata,  equal  in  amount, 
and  with  no  preference  to  any  share 
of  stock  as  compared  with  other 
shares  of  the  same  class.  Amounts 
distributed  in  liquidation  which  are 
properly  chargeable  to  the  earnings 
or  profits  accumulated  after  Febru¬ 
ary  28,  1913,  are  also  treated  as  tax¬ 
able  dividends-paid.  Where  a  cor¬ 
poration  redeems  its  own  stock,  in 
such  a  manner  as  to  make  the  dis¬ 
tribution  and  cancellation  or  re¬ 
demption  in  whole  or  in  part  essen¬ 
tially  equivalent  to  the  distribution 
of  a  taxable  dividend,  to  that  ex¬ 
tent  the  amount  is  treated  as  a  tax¬ 
able  dividend  and  a  dividends-paid- 
credit. 

“If  more  dividends  are  paid  with¬ 
in  the  year  than  are  necessary  to 
avoid  the  surtax,  the  excess  may  be 
carried  forward  to  the  two  follow¬ 
ing  years.  No  credit  is  allowable 
for  dividends  paid  by  a  corporation 
prior  to  its  first  taxable  year  under 
the  1936  Act.” 

Mr.  Stempf  also  discussed  the 
technicalities  of  the  tax  regulations 
respecting  Dividends  in  kind  and 
Dividends  in  obligations  of  the 
Corporation. 

Taxable  Stock  Dividends  and 
Stock  Rights 

In  this  connection  Mr.  Stempf 
said,  in  part: 

“The  1936  Act  states  that  a  distri¬ 
bution  made  by  a  corporation  to  its 
shareholders  in  its  stock  or  in  rights 


to  acquire  its  stock,  shall  not  be 
treated  as  a  dividend  to  the  extent 
that  it  does  not  constitute  income  to 
the  shareholder  within  the  meaning 
of  the  Sixteenth  Amendment  to  the 
Constitution.  The  law  does  not  state 
what  stock  dividends  or  stock  rights 
do  not  constitute  income,  but  the 
regulations  state  that  the  distinction 
is  evident  as  between  a  stock  divi¬ 
dend  which  works  no  change  in  the 
corporate  entity  (the  same  interest 
in  the  same  corporation  being  rep¬ 
resented  after  the  distribution  by 
more  shares  of  precisely  the  same 
character),  and  a  stock  dividend 
which  does  affect  a  change  of  cor¬ 
porate  entity  or  does  change  the  na¬ 
ture  of  the  shares  issued  as  divi¬ 
dends,  whereby  the  proportionate  in¬ 
terest  of  the  shareholder  after  the 
distribution  is  essentially  different 
from  his  former  interest.” 

On  the  basis  of  certain  cases  in¬ 
volving  stock  dividends,  Mr.  Stempf 
points  out  that  these  may  be  classi¬ 
fied  as  to  taxability  as  follows : 

“Non -taxable : 

Common  stock  on  common 
stock. 

Preferred  stock  on  common 
stock,  where  preferred  is  a 
new  issue  and  common  was 
the  only  stock  outstanding 
prior  to  the  distribution. 

Preferred  stock  on  common 
stock,  or  vice  versa,  where 
lK)th  classes  were  outstand¬ 
ing  and  were  held  propor¬ 
tionately  by  the  same  stock¬ 
holders. 

“Taxable : 

Preferred  stock  on  common 
stock,  or  vice  versa,  where 
both  classes  are  outstanding, 
but  are  not  held  by  the  same 
stockholders.” 

Stockholders  may  elect  to  accept 
a  cash  or  a  stock  dividend,  and  such 
a  distribution  is  deemed  to  be  a 
taxable  dividend  regardless  of  the 
medium  in  which  paid.  “This,  how¬ 
ever,”  said  Mr.  Stempf,  “brings  up 
the  question  as  to  whether  common 
stockholders  who  receive  the  option 
of  taking  a  dividend  either  in  com¬ 
mon  stock  or  in  cash  receive  a  tax¬ 
able  dividend  where  they  all  take 
stock.  In  such  a  case  the  propor¬ 
tionate  interests  of  the  stockholders 
remain  unchanged,  and  there  is  no 
severance  of  property  from  the  cor¬ 
poration.  The  stockholders  might 
successfully  resist  being  taxed  on 
the  dividend  despite  the  provisions 
of  the  1936  Act.  The  same  prob¬ 
lem  might  arise  when  a  corporation 
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witli  only  one  class  of  stock  out¬ 
standing  distributes  its  own  stock 
(which  it  had  held  as  an  invest¬ 
ment)  as  a  dividend  in  kind.  After 
such  a  distribution  each  holder  of 
outstanding  stock  has  exactly  the 
same  iirojxjrtionate  interest  in  the 
assets  as  he  had  before  the  distribu¬ 
tion.  There  is  much  doubt  whether 
such  a  distribution  would  constitute 
a  dividends-paid-credit  to  the  cor- 
jx)ration  and  a  taxable  dividend  to 
the  shareholders.” 

The  law  contains  an  apparent  con¬ 
flict  between  two  sub-sections  deal¬ 
ing  with  distribution  in  liquidation. 
The  Act  does  not  recognize  gain  or 
loss  ui)on  the  dissolution  of  a  con¬ 
trolled  subsidiary.  That  part  of  a 
distribution  in  liquidation  which  is 
pro])erly  chargeable  to  profits  ac¬ 
cumulated  after  February  28,  1913, 
is  treated  as  a  taxable  dividend  for 
the  jnirposes  of  computing  the  divi- 
dends-paid-credit.  However,  under 
“Non-taxable  Distributions”  the  law 
provides  that  if  any  part  of  a  dis¬ 
tribution  is  not  a  taxable  dividend 
in  the  hands  of  the  shareholders  no 
dividends-paid-credit  shall  be  al¬ 
lowed  with  respect  to  such  part.  The 
conflict  of  thought  is  thus  apparent. 
The  Commissioner,  in  his  regula¬ 
tions,  has  resolved  this  conflict  in 
his  favor  by  limiting  the  dividends- 
paid-credit  to  cases  where  a  liquida¬ 
tion  distribution  results  in  a  taxable 
transaction.  The  Commissioner’s 
statement  is  that  “when  distributions 
in  liquidation  constitute  payment  in 
exchange  for  stock  and  such  distri¬ 
butions  involve  taxable  gain  or  loss 
to  the  recipient,  the  corporation 
making  the  xlistribution  is  entitled 
to  a  dividends-paid-credit  to  the  ex¬ 
tent  that  such  a  distribution  is  prop¬ 
erly  chargeable  against  earnings  by 
the  liquidating  corporation,  even 
though  the  method  of  taxing  the 
distribution  in  the  hands  of  the  re¬ 
cipient  be  that  relating  to  gain  or 
loss  on  an  exchange  rather  than  that 
applied  to  a  taxaWe  dividend.” 

In  view  of  the  above  and  other 
regulations  Ijearing  on  this  subject. 
Mr.  Stempf  suggested  that  “it  may 
l)e  advisable  in  a  tax-free  liquida¬ 
tion.  as  a  precaution,  to  have  the 
subsidiary  distribute  'dividends  in 
advance  of  the  liquidation,  even 
though  the  parent  must  include  15% 
of  such  dividends  as  income  subject 
to  normal  tax.  However,  provided 
the  Commissioner’s  regulations  are 
upheld,  taxpayers  in  such  circum¬ 
stances  can  avoid  this  normal  tax  on 
inter-company  dividends  and  still 
escape  the  surtax  on  undistributed 
profits,  by  making  an  apportion¬ 


ment  between  the  parent  and  the 
subsidiary  of  dividends  paid  by  the 
])arent  after  the  liquidation.  This 
allocation  should  be  on  a  proper 
basis  so  as  to  meet  with  the  ap¬ 
proval  of  the  Commissioner.  The 
jiarent  would  have  to  distribute  all 
the  taxable  year’s  earnings  of  itself 
and  subsidiary  to  avoid  completely 
the  surtax  on  undistributed  profits.” 

The  Need  of  Tax  Reform 

The  present  law  highlights  the 
importance  of  the  final  determina¬ 
tion  of  net  income,  not  alone  with 
resjiect  to  the  direct  income  tax  but 
also  in  connection  with  the  amount 
of  earnings  to  be  distributed  to  mini¬ 
mize  the  surtax.  “Subsequent  revi- 
.sions  of  taxable  net  income,”  Mr. 
Stempf  remarked,  “may  have  a  seri¬ 
ous  effect  upon  the  financial  condi¬ 
tion  of  a  corporation  by  reason  of 
irrevocable  actions  as  to  dividends 
or  otherwise,  taken  in  good  faith  by 
directors  on  the  basis  of  taxable  in¬ 
come  originally,  determined. 

“The  provision  regarding  divi¬ 
dends  as  it  now  stands  makes  it  in¬ 
cumbent  upon  management  to  esti¬ 
mate  earnings  for  the  year,  to  de¬ 
termine  the  amount  of  dividend  to 
be  distrilmted  within  the  taxable 
year.  From  an  accounting  standpoint 
this  creates  a  more  trying  problem 
than  is  apparent,  and  also  presents 
a  dilemma  which  may  involve  cor- 
])orate  directors  in  personal  liability 
for  the  illegal  distribution  of  divi¬ 
dends.  One  may  exemplify  the 
point  by  stating  that  in  the  great 
majority  of  businesses  the  ascer¬ 
tainment  of  earnings  depends  iqxjn 
the  fair  determination  of  inventories 
at  the  close  of  the  year,  and  such 
determination  cannot  be  made  in  the 
average  case  (even  upon  the  basis 
of  perpetual  inventory  records)  un¬ 
til  after  the  close  of  the  year.  Fur¬ 
thermore,  there  are  other  important 
adjustments  of  deferred  income,  re¬ 
serves  and  accruals,  having  a  ma¬ 
terial  bearing  upon  earnings  which, 
likewise,  cannot  be  made  accurately 
until  after  the  close  of  the  year. 

“Some  provision  should  be  made 
w’hereby  the  uncertainties  relative 
to  re-allocation  of  income  between 
years  may  be  alleviated.” 

There  is  need,  in  connection  with 
the  possible  revisions  of  the  Act, 
for  a  greater  recognition  of  sound 
accounting  principles.  In  this  re¬ 
spect  Mr.  Stempf  made  the  follow¬ 
ing  remarks; 

“Revisions  of  the  Act  should  give 
attention  to  closing  the  gap  between 
(a)  income  determined  on  the  basis 


of  ordinary  legal  or  business  prin¬ 
ciples  and  (b)  adjusted  taxable  net 
income  determined  pursuant  to  ex¬ 
isting  income  tax  law  and  regula¬ 
tions.  These  differences  relate  pri¬ 
marily  to  unallowable  deductions, 
non-taxable  income,  treatment  of 
capital  gains  and  losses,  and  dispari¬ 
ty  in  depreciation,  depletion  and 
amortization ;  all  of  which  are  com¬ 
plicated  by  the  extremely  involved 
sections  of  the  law  dealing  with  the 
determination  of  gain  or  loss  on  dis- 
lK)sition  of  property.  These  latter 
provisions  have  been  altered  from 
year  to  year  in  an  attempt  to  plug 
real  or  apparent  loopholes  in  the  law 
until  the  provisions  have  lost  all  re¬ 
lationships  other  than  that  of  get¬ 
ting  the  revenue.  These  provisions 
should  be  subjected  to  a  thorough 
overhauling  with  a  strenuous  effort 
toward  simplification.” 

In  closing,  Mr.  Stempf  made  the 
following  suggestions  for  amending 
the  law : 

“  ( 1 )  Regarding  the  hazards  of  re¬ 
allocation  and  redetermina¬ 
tion  of  income,  a  dividends- 
paid-credit  should  be  allowed, 
relative  to  additional  income 
determined  by  the  Treasury 
Department,  if  a  distribution 
is  made  within  sixty  or  nine¬ 
ty  days  after  the  final  deter¬ 
mination  of  such  adjusted 
net  income. 

“(2)  To  permit  corporations  to 
distribute  at  least  part  of 
their  adjusted  net  income 
within  sixty  or  ninety  days 
following  the  end  of  the  tax¬ 
able  year,  affording  them  rea¬ 
sonable  opportunity  to  close 
their  books  properly  and  to 
determine  net  income;  which 
must  now  be  done  on  the 
basis  of  estimates  in  order  to 
assure  the  distribution  of  in¬ 
come  which  would  otherwise 
be  subjected  to  the  surtax. 

“(3)  The  sections  dealing  with 
personal  holding  companies 
and  corporations  used  to 
avoid  individual  surtax  pro¬ 
vide  that  net  capital  losses  in 
excess  of  $2,000,  which  are 
disallowed  in  determining  in¬ 
come  tax,  are  allow’ed  in 
determining  income  subject 
to  these  jienalty  taxes.  So, 
similarly,  provision  should  be 
made  regarding  the  surtax  on 
undistributed  profits.  As  the 
law  now  stands,  corporations 
sometimes  have  to  pay  in¬ 
come  taxes  when  they  actual¬ 
ly  have  no  income,  due  to  un- 
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allowable  deductions ;  and, 
furthermore,  under  the  1936 
Act  they  may  have  to  pay  not 
alone  normal  income  taxes 
but  also  the  surtax  on  undis¬ 
tributed  profits. 

(4)  A  general  broadening  of  the 
relief  credits,  concerning 
small,  debt-ridden,  and  deficit 
corporations,  should  be  urged 
so  as  to  make  those  credits 
more  practicable  in  their  ap¬ 
plication. 

“As  to  contracts  limiting 
distributions,  the  law  defines 
too  narrowly  the  limits  with¬ 
in  which  the  credit  may  be 
had.  This  section  should  be 
liberalized  to  alleviate  the  in¬ 
equity  which  now  exists  by 
reason  of  unfortunate  and  ac¬ 
cidental  differences  in  the 
phraseology  of  agreements 
which  are  nevertheless  alike 
in  substance. 

‘(5)  In  the  determination  of  sur¬ 
tax  on  undistributed  profits, 
the  law  should  take  cogni¬ 
zance  of  the  requirements  of 
state  laws  preventing  cor¬ 
porations  with  deficits  from 
declaring  dividends. 

‘(6)  Ambiguity  relating  to  distri¬ 
butions  in  liquidation  re¬ 
quires  revision  of  the  section 
defining  how  the  taxpayer  is 
to  determine  the  amount 
chargeable  to  ‘earnings  or 
profits  accumulated  since 
February  28,  1913.’  Equita¬ 
bly,  it  seems  that  the  order 
of  distribution  should  be  (a) 
out  of  current  earnings,  (b) 
out  of  accumulated  earnings, 
and  (c)  out  of  capital. 

“(7)  The  restoration  of  consoli¬ 
dated  returns  should  be 
strongly  urged,  as  this  would 
eliminate  many  inequities 
which  have  been  emphasized 
since  the  abolition  of  consoli¬ 
dated  returns. 

“(8)  Both  individuals  and  cor¬ 
porations  should  again  be 
permitted  to  carry  forward 
net  business  losses  for  at 
least  three  years,  by  provi¬ 
sions  similar  to  the  net  loss 
carry-over  allowed  under  for¬ 
mer  laws. 

“(9)  Capital  assets  should  be  re¬ 
defined  to  exclude,  from  the 
capital-loss  limitations,  losses 
from  sale  of  those  assets 
necessary  to  the  conduct  of 
the  ordinary  business  of  the 
taxpayer.  This  proposal  is 
desirable  only  if  the  existing 


limitation  of  capital  net  losses 
to  $2,000  is  retained. 

“  ( 10)  The  elimination  of  all  capital 
gains  or  losses,  as  advocated 
by  many  people,  would  in¬ 
volve  a  major  operation. 
Nevertheless,  there  seems  to 
be  a  general  demand  for  the 
adoption  of  the  British 
theory.  If  this  is  not  done, 
capital  gains  and  losses 
should,  at  least,  be  segregated 
in  a  separate  schedule  tax¬ 
able  at  a  flat  rate,  and  the 
right  to  carry  over  capital 
net  losses  should  be  estab¬ 
lished  for  a  period  of  five 
years.  The  rate  of  tax.  inci¬ 
dentally,  should  be  sufficient¬ 
ly  low  to  encourage  profit 
taking. 


??TT  is  important  to  bear  in  mind 
-■-that  Federal  taxes  constitute  an 
expense  of  doing  business,  in  the 
same  category  as  wages,  rent,  etc., 
and  should  be  scrutinized  as  care¬ 
fully  as  other  expenses”,  said  Mr. 
Ettinger  in  his  opening  remarks. 
But  tax  expense  should  be  looked 
into  frequently  during  the  course  of 
the  year,  not  only  at  the  end  of  the 
fiscal  period. 

In  order  to  formulate  policies 
that  will  result  in  tax  savings  and 
be  of  permanent  benefit  one  must 
be  guided  not  merely  by  the  present 
Federal  Tax  Law,  but  also  by  the 
trend  of  corporate  taxes.  The  trend 
of  corporate  taxes  passes  through 
cycles  similarly  as  does  the  trend  of 
business  activity. 

In  1918  personal  income  taxes  as 
well  as  corporate  income  taxes 
reached  the  peaks  of  77%  and 
82.4%  respectively.  After  1921  the 
tax  burden  was  reduced.  The  pendu¬ 
lum  began  swinging  the  other  way 
in  1932. 

Government  requirements  will 
•  probably  be  about  $8,000,000,000 
annually.  Thus,  we  shall  probably 
have  high  taxes  for  some  years  to 
come. 

In  the  last  session  of  Congress  a 
War  Tax  Act  Bill  was  introduced. 
It  was  not  enacted  but  there  are 
strong  possibilities  that  it  will  be 
passed  during  the  present  session. 
If  enacted,  it  would  mean  that  an 
individual’s  income  of  $20,000  in 
v/ar  times  would  be  taxed  50%  and 


(11)  Relative  to  inventories,  it  is 
interesting  to  note  that  in 
1920  the  Regulations  provid¬ 
ed  that  a  taxpayer,  regardless 
of  past  practice,  could  adopt 
the  basis  of  ‘cost  or  market 
whichever  lower’  for  his  in¬ 
ventory  provided  a  disclos¬ 
ure  of  the  change  in  practice 
were  made  in  the  return. 
When  the  value  of  inven¬ 
tories  is  substantially  reduced 
by  a  general  decline,  such  as 
might  be  caused  by  fluctua¬ 
tion  of  foreign  exchange  or 
tariffs,  or  otherwise,  the 
change  should  be  permitted 
without  the  usual  require¬ 
ment  that  changes  in  account¬ 
ing  methods  may  be  made 
only  by  permission  of  the 
Commissioner.” 


99%  of  anything  in  excess  of  $20,- 
000.  There  is,  of  course,  a  real 
question  of  whether  such  a  law 
would  stand  upon  the  books  in  the 
event  of  war. 

Both  State  and  Federal  laws  are 
being  amended  to  equalize  the  tax 
burden  on  unincorporated  businesses 
compared  with  incorporated.  If  the 
tax  on  undistributed  earnings  forces 
a  shift  from  the  corporate  to  the 
partnership  form  of  business  or¬ 
ganization,  government  will  eventu¬ 
ally  impose  taxes  equally  burden¬ 
some  on  all  forms  of  business  enter¬ 
prises. 

The  first  point  to  be  considered  in 
respect  to  minimizing  corporate 
taxes  is  the  corporate  structure.  The 
law  is  definitely  aimed  at  elimination 
of  subsidiaries.  “Subsidiaries”,  Mr. 
Ettinger  stated,  “originated  for 
various  reasons:  first,  primarily  to 
limit  the  liability  of  the  parent  in  a 
new  adventure;  secondly,  to  avoid 
certain  burdensome  tax  or  other 
state  laws  in  any  states  foreign  to 
the  one  in  which  the  parent  was  in- 
corjxirated ;  and  more  recently  they 
were  used  by  certain  interests  to 
gain  control  of  large  operating  prop¬ 
erties  through  very  small  invested 
capital,  typified  by  certain  utility  set¬ 
ups.  The  law  imposes  an  inter-com¬ 
pany  dividend  tax  of  approximately 
2)4  per  cent  on  inter-company  divi¬ 
dends.” 

Ultimately  inter-company  divi¬ 
dends  may  be  taxed,  the  same  as  oth¬ 
er  income.  For  this  reason  it  may 
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be  feasible  to  eliminate  subsidiary 
companies  through  merger  or  liqui¬ 
dation.  Such  procedure,  however, 
should  be  undertaken  with  proper 
suiKTvision.  Otherwise,  there  may 
ensue  added  difficulties. 

'I'he  second  point  to  be  consid¬ 
ered  is  the  corporate  financial  struc¬ 
ture.  In  recent  years  the  tendency 
has  been  to  add  to  the  financial 
structure  through  increasing  capital 
stock  rather  than  through  the  issu¬ 
ance  of  bonds.  This  made  for  a 
greater  survival  of  comjmnies  dur¬ 
ing  the  depression  which  have  .small 
or  no  funded  obligations.  The  pres¬ 
ent  law,  however,  tends  to  force 
conii)anies  to  resort  to  borrowing 
rather  than  to  increased  stock 
capitalization,  because  interest  is  a 
deductible  expense  both  for  State 
and  Federal  purposes. 

There  will  be  some  difference  in 
the  nature  of  the  finance  problem 
between  “close”  and  large  corpora¬ 
tions.  In  the  case  of  the  former,  it 
will  make  little  difference  whether 
the  stockholders  get  their  return 
from  interest  or  dividends ;  the  cor- 
ixjration,  however,  will  save  if  the 
return  is  made  by  way  of  interest. 
The  corporate  structure  should  be 
arranged  to  produce  the  smallest 
combined  aggregate  tax  expense,  to 
the  corporation  and  its  small  group 
of  stockholders. 

“A  small,  closely  held  corpora¬ 
tion”,  continued  Mr.  Ettinger,  “may 
reorganize  the  business  so  as  to  cre¬ 
ate  a  large  outstanding  debt  so  that 
the  individuals  can  draw  the  profits 
down  as  interest  instead  of  divi¬ 
dends,  and  thereby  effect  a  substan¬ 
tial  tax  saving.  So  long  as  these 
individuals  continue  to  hold  the  debt 
it  will  not  embarrass  the  company 
in  times  of  financial  stress  because 
the  company  will  just  fail  to  pay  in¬ 
terest  on  the  bonds,  and  the  bond¬ 
holders,  being  the  stockholders,  will 
usually  not  foreclose.” 

The  third  point  to  be  considered 
relates  to  the  tax  on  undistributed 
earnings.  The  present  law  practical¬ 
ly  compels  the  company  to  disburse 
profits,  depriving  the  board  of  di¬ 
rectors  of  the  discretion  formerly 
vested  in  it. 

Of  course,  the  law  permits  the 
dividend  to  be  paid  in  the  form  of 
a  stock  dividend  provided  it  be  of 
the  taxable  type.  The  danger  of  pay¬ 
ing  dividends  in  stock,  however,  lies 
in  the  fact  that  there  may  be  doubt 
as  to  the  taxability  of  the  stock  divi¬ 
dends  received. 

Dividends  may  be  paid  in  obliga¬ 
tions  of  the  company  or  in  cash. 
“In  either  case”,  remarked  Mr. 
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Ettinger,  “it  deprives  the  corpora¬ 
tion  of  the  current  liquid  capital  that 
it  needs  in  times  such  as  these.  The 
inventory  of  a  corporation  in  your 
line  of  business  needs  so  many  units 
in  each  department.  The  same  num¬ 
ber  of  units  right  now  cost  more 
money  than  they  did  a  year  ago, 
and  they  will  cost  much  more  money 
a  year  from  now  or  two  years  from 
now.  That  means  you  will  require 
more  capital  to  carry  exactly  the 
same  inventory;  in  addition  to  that, 
you  will  probably  have  to  increase 
the  inventory  in  quantity.” 

Increases  in  amounts  invested  in 
inventories  usually  come  from  two 
sources;  earnings  and  borrowings. 
There  is  no  great  danger  in  bor¬ 
rowing  for  inventory  when  busi¬ 
ness  is  on  the  up-grade.  But,  when 
business  declines  a  situation  may  be 
faced  wherein  the  inventory  may 
not  be  sold  without  loss,  if  the  bor¬ 
rowers  were  to  be  repaid.  Such  a 
situation  was  met  with  in  1920- 
1921. 

Thus,  the  question  of  how  to  pay 
dividends  is  not  easily  answered.  It 
would  seem  best  not  to  pay  cash 
dividends  (which  would  ordinarily 
not  be  paid  were  it  not  for  the  tax) 
but  to  pay  in  long  term  obligations, 
IMjssibly  convertible  into  stock.  This 
will  defer  the  day  of  reckoning,  and 
possibly  a  situation  may  develop 
later  which  will  permit  the  corpora¬ 
tion  to  make  whatever  adjustment 
may  l)e  necessary  without  penalty. 

Another  important  iwint  has  to  do 
with  employee  relationships.  Doubt¬ 
less,  much  of  the  bonus  money  re¬ 
cently  distributed  resulted  from  the 
feeling  that  since  the  government 
would  get  a  large  slice  of  the  profits, 
why  not  distribute  some  of  it  to 
emi>loyees  and  have  the  government 
pay  about  40%  of  the  distribution. 
The  |)rinciple  that  it  is  probably  best 


to  grant  bonuses  out  of  profits 
rather  than  to  place  a  direct  burden 
on  operations  through  salary  in¬ 
creases  should  be  recognized. 

In  the  case  of  officers’  compensa¬ 
tions  there  are  many  dangers  which 
might  entrap  closely  held  corpora¬ 
tions,  should  the  officers  endeavor 
to  take  profits  through  the  salary  ac¬ 
count  instead  of  through  dividends. 
If  salaries  taken  are  excessive  and 
disallowed,  and  the  disallowance  is 
disproportionate  to  the  stockhold¬ 
ings  of  the  officers,  then  the  amounts 
disallowed  will  not  be  construed  as 
income  distributed  and  will  be  sub¬ 
ject  to  both  the  normal  income  tax 
and  the  surtax  on  undistributed 
profits. 

Officers’  salaries  should  be 
planned  at  the  beginning  of  the  year, 
not  at  the  end,  and  upon  a  sound 
basis,  such  as,  for  instance,  a  base 
salary  plus  a  percentage  of  profits 
after  a  return  on  capital.  “It  is  more 
difficult,”  said  Mr.  Ettinger,  “for  the 
government  to  question  a  salary 
which  is,  let  us  say,  one-third  of  the 
net  jirofits  remaining  after  the 
capital  of  the  corporation  has  re¬ 
ceived  7  per  cent.  The  officers  are 
taking  a  chance.  There  may  be  no 
profits  Ijeyond  that  point.  Capital 
is  getting  its  return  first ;  then  they 
get  their  return.  That  seems  to  be 
the  safest  method  of  handling  com- 
I)ensation  that  might  otherwise  seem 
excessive.” 

With  regard  to  items  of  equip¬ 
ment.  because  of  the  limitations  on 
capital  losses,  it  will  often  be  more 
advantageous  for  a  company  to 
abandon  or  demolish  the  item  than 
to  sell  it  for  a  small  amount. 

In  concluding.  Mr.  Ettinger 
pointed  to  the  necessity  of  carefully 
executing  any  contemplated  tax  sav¬ 
ings  plans,  else  they  may  prove  very 
costly  in  the  end. 


The  Nation’s  Tax  Burden  and  Effect 
on  Consumer  Purchasing  Power 

By  Dr.  Paul  Studenski,  Professor  of  Economics, 
New  York  University,  New  York,  N.  Y. 


ISCUSSIKG  the  changes  in 
the  volume  and  nature  of  taxa¬ 
tion  and  of  the  manner  in  which  the 
proceeds  of  taxation  have  l)een  spent 
during  the  past  four  or  five  years. 
Dr.  Studenski  indicated  some  of  the 
effects  these  changes  have  had  or 
are  likely  to  have  upon  various 
phases  of  our  economic  life. 

“All  taxes”.  Dr.  Studenski  said, 
“do  not  fall  on  consumption.  Some 
fall  on  saving,  others  are  absorbed 


in  economies  effectuated  in  produc¬ 
tion — forced  economies  frequently. 
Because  the  spending  of  taxes  may 
produce  effects  on  consumption  and 
saving  that  may  counteract,  accentu¬ 
ate,  or  modify  the  effects  produced 
on  them  by  the  raising  of  taxes,  both 
the  spending  and  raising  of  public 
funds  must  be  considered  together. 

“Our  total  tax  bill  in  1919  was 
$8,000,000,000,  by  1929  it  had  risen 
to  $10,000,000,000.  During  the  peri- 
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od  the  ratio  of  taxes  to  national  in¬ 
come  was  slightly  over  12%. ” 

“The  fiscal  policies  of  that  de¬ 
cade,”  according  to  Dr.  Studenski, 
“were  releasing  money  for  the  pur¬ 
poses  of  speculation  and  were  cut¬ 
ting  down  the  volume  of  funds  avail¬ 
able  for  spending”.  More  income 
was  being  saved  than  could  be  used 
by  industry;  consequently  inflation 
of  securities  and  real  estate  followed. 

During  the  depression  the  na¬ 
tion’s  tax  collections  (Federal, 
State,  and  Local)  dropped  from 
$10,000,000,000  to  $7,500,000,000. 
National  income  slid  from  $81,000,- 
000,000  to  $39,000,000,000  during 
the  same  period,  thus  establishing  a 
ratio  of  taxes  to  income  of  20% 
compared  to  the  prior  ratio  of  12%. 

“Thus,”  Dr.  Studenski  empha¬ 
sizes,  “at  a  time  when  from  a  social 
point  of  view  the  need  for  saving 
and  capital  accumulation  was  the 
least  but  the  need  for  the  mainte¬ 
nance  of  consumer  purchasing  pow¬ 
er  was  the  greatest,  saving  and  capi¬ 
tal  accumulation  were  being  taxed 
sparingly,  but  consumer  purchasing 
power  was  being  taxed  as  severely 
as  ever  and  even  more  severely  than 
before.” 

From  1933  to  1936  tax  collec¬ 
tions  increased  from  $7,500,000,000 
to  $10,500,000,000  and  national  in¬ 
come  from  $39,000,000,000  to  $58,- 
000,000,000,  producing  a  tax  ratio 
to  income  of  18%  in  1936. 

Federal  tax  collections  increased 
most,  the  bulk  of  the  additional  Fed¬ 
eral  Revenue  having  been  secured 
from  funds  which,  if  left  in  private 
hands,  would  have  been  added  to 
capital,  or  from  newly  created  con¬ 
sumer  purchasing  power.  Already 
existing  purchasing  power  was  not 
reduced  by  the  new  or  additional 
Federal  revenues. 

According  to  Dr.  Studenski,  “the 
policy  of  extensive  governmental 
spending  with  the  aid  of  govern¬ 
mental  credit,  launched  by  the  Fed¬ 
eral  Government  during  this  time, 
was  producing  a  very  considerable 
increase  in  the  consumer  purchasing 
power  and  was  prompting  industry 
to  resume  operations  and  to  re-em¬ 
ploy  workmen.  The  taxes  were 
drawing  away  from  the  consumers 
only  a  small  part  of  the  funds  which 
the  Federal  spending  was  putting 
into  their  hands.” 

Federal,  State  and  Local  tax  col¬ 
lections  during  the  current  fiscal 
year  will  probably  exceed  $12,000,- 
000,000.  National  income  may  in¬ 
crease  to  $66,000,000,000  and  the 
tax  ratio  will  be  18%  or  19%. 


Granting  a  further  increase  in  na¬ 
tional  income  for  1938,  the  tax  ratio 
will  remain  between  18%  and  20% 
in  the  face  of  the  new  Federal  bud¬ 
get  contemplating  more  than  $7,000,- 
000,000  in  Federal  taxes  for  the 
fiscal  year  1938. 

After  discussing  reasons  why 
Federal  taxation  must  l)e  maintained 
during  the  next  few  years.  Dr. 
Studenski  makes  this  statement ; 

“VVe  will  be  wealthy  not  only  de¬ 
spite  the  fact  that  we  will  be  paying 
substantial  taxes,  but  in  fact,  1)ecause 
we  will  be  paying  them.” 

A  note  of  caution  is  sounded  in 
the  remark  that  this  large  volume  of 
Federal  taxation  must  be  raised  in  a 
most  equitable  and  economically 
sound  manner.  There  must  be  no 
expansion  of  consumption  taxes  un¬ 
less  it  becomes  apparent  that  demand 
for  consumption  goods  is  outstrip¬ 
ping  the  supply  and  that  prices  of 
such  goods  are  advancing  too  rap¬ 
idly. 


Respecting  Social  Security  taxes. 
Dr.  Studenski  advanced  these 
thoughts :  That  it  is  not  certain  that 
consumers  will  pay  these  taxes  in  the 
form  of  higher  prices ;  and  that  those 
who  fear  such  a  possibility  disregard 
the  fact  that  these  taxes  will  flow 
back  into  consumption  channels  as 
disbursements  are  'made  from  the 
funds  accumulated. 

In  closing.  Dr.  Studenski  stated: 

“The  maintenance,  during  the 
periotl  of  recovery,  of  a  substantial 
volume  of  taxation,  wisely  conceived 
and  judiciously  exp>ended  for  debt 
retirement  and  other  useful  purposes, 
will  have  no  adverse  effect  on  the 
consumer  purchasing  power  and  on 
the  productive  capacity  of  industry. 
Failure  to  maintain  such  a  volume  of 
taxation,  unwise  choices  of  sources 
and  methods  of  taxation,  wasteful 
spending,  procrastination  in  the  re¬ 
tirement  of  the  public  debt,  will  most 
certainly  affect  adversely  Ixjth  con¬ 
sumption  and  production. 


Discussion 


Dr.  studenski  referred  to  a 

remark  by  Mr.  Ettinger  regard¬ 
ing  the  probability  of  the  enactment 
of  a  law  providing  for  drastic  limi¬ 
tation  of  personal  incomes  in  times 
of  war.  and  said  that  was  a  very 
cheerful  message.  However,  he 
hoped  that  the  added  statement  that 
such  a  law  would  probably  be  re¬ 
pealed  upon  the  outbreak  of  war, 
would  prove  to  be  incorrect. 

*  *  * 

Mr.  Ernest  Katz,  leading  the  dis¬ 
cussion,  mentioned  that  on  many 
occasions  the  Taxation  Committee  of 
the  N.  R.  D.  G.  A.  had  petitioned 
Congress  or  the  Ways  and  Means 
Committee,  or  the  Finance  Commit¬ 
tee  to  have  an  impartial  scientific 
survey  made  to  determine  the  meth¬ 
ods  of  levying  taxes,  instead  of  hav¬ 
ing  the  bases  shifted  from  time  to 
time  as  politics  shifted  and  after 
hearing  much  debate  on  the  part  of 
interested  parties. 

Mr.  Katz  then  moved  to  have  the 
Convention  go  on  record  as  favoring 
a  scientific,  non-partisan,  investiga¬ 
tion  of  the  proper  spread  of  the  tax 
burden. 

Mr.  Stempf  added  the  suggestion 
that  the  investigation  also  give  at¬ 
tention  to  the  wide  gap  between 
ordinary  accounting  concepts  and 
tax  concepts  of  accounting. 

Mr.  Katz  amended  his  motion  to 
include  the  suggestion  of  Mr. 
Stempf  as  well  as  one  of  Dr.  Stu¬ 


denski,  to  the  effect  that  the  Con¬ 
vention  recommends  that  the  Presi¬ 
dent  apix)int  a  non-partisan  Federal 
body  to  examine  scientifically  the 
entire  tax  problem  and  tax  concepts 
of  accounting,  including  the  question 
of  National,  State,  and  Municipal 
debt. 

There  being  no  objections,  the 
Chairman  asked  that  the  sentiments 
of  the  Convention  be  recorded. 

*  *  ♦ 

Question  from  a  member :  A  store 
is  capitalized  as  follows :  2,500 
shares  of  $100  8%  preferred  and 
2,500  no  par  common.  The  officers 
propose  to  redeem  the  preferred 
stock  and  to  issue  debentures  bear¬ 
ing  8%  interest.  The  reason  for  the 
proposal  is  to  avoid  the  capital  stock 
tax  and  save  on  both  State  and  Fed¬ 
eral  income  taxes.  (The  corpora¬ 
tion  is  a  “close”  organization.) 

The  question :  Is  such  a  proposal 
advisable  ? 

Mr.  Stempf  replied  that  he  had  a 
fixed  opinion  that  it  was  unsound 
financing  to  issue  an  interest  bearing 
obligation  when  instead  a  security 
representing  equity  could  be  issued 
which  would  require  that  the  pay¬ 
ments  in  respect  to  which  come  out 
of  earnings,  if  earned,  in  contrast  to 
a  fixed  charge  which  must  be  in¬ 
cluded  in  operating  costs. 

In  the  case  of  a  close  corporation 
if  these  obligations  are  issued  to 
stockholders  they,  as  creditors. 
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would  not  be  apt  to  exercise  the 
right  of  foreclosure  if  the  debt  ser¬ 
vice  is  not  met. 

*  *  * 

Mr.  Iglauer,  in  commenting  upon 
the  tendency  of  corporations  to  issue 
bonds  because  of  the  tax  on  undis¬ 
tributed  earnings,  said  that  the  law 
had  the  very  unsatisfactory  effect  of 
either  inducing  the  corporation  to 
issue  bonds  or  other  forms  of  in¬ 
debtedness  or  to  issue  stock  beyond 
its  immediate  needs.  This  is  because 
the  costs  of  new  financing  are  so 
high  that  the  corporation  would 
probably  decide  to  take  advantage 


of  low  interest  rates  and  issue  more 
securities  than  it  needs. 

Mr.  Ettinger  remarked :  “As  a 
matter  of  fact,  certain  of  the  disad¬ 
vantages  of  a  fixed  bond  charge  can 
be  avoided  by  selecting  a  debenture 
income  bond  instead  of  a  bond,  the 
coupon  of  which  must  be  paid.” 

Mr.  Stempf  brought  out  this  ad¬ 
ditional  point :  “An  interesting  thing 
to  l^ear  in  mind  in  making  distribu¬ 
tions  in  the  form  of  company’s  obli¬ 
gations  is  the  fact  that  those  obliga¬ 
tions  are  considered  a  dividend  paid 
credit  only  to  the  extent  of  their  fair 
market  value ;  so  that  when  you  are 
issuing  $100,000  or  $1,000,000 


worth  of  debentures  it  involves  the 
question  of  whether  you  will  get  a 
dividends  paid  credit  of  $1,000,000 
or  whether  your  general  corporate 
structure  and  financial  position  is 
such  that  a  ready  market  could  not 
be  had  for  those  debentures  at  more 
than  30%  and  you  might  get  only 
$300,000  instead  of  $1,000,000  of  a 
dividends  paid  credit  in  the  calcula¬ 
tion  of  your  surtax  and  two  or  three 
years  later  be  confronted  with  a  very 
substantial  additional  assessment. 
That  is  a  very  important  factor  to  be 
lx)rne  in  mind  in  connection  with 
issuing  obligations  as  dividends. 


Taxation:  Technical  Problems 


Chairman,  E.  L.  Olrich,  Controller,  Marshall  Field  &  Co.,  Chicago, 
and  Chairman,  Controllers’  Congress 


Depreciation  from  the  Point  of  View  of  Tax  Regulations 
By  Hermon  F.  Bell,  C.P.A.,  New  York 


The  basic  theory  of  deprecia¬ 
tion,  as  accepted  by  the  1936 
Tax  Law  and  Regulations  94,  is  in 
substance  that  the  cost  or  other  al¬ 
lowable  basis  is  to  be  spread,  amor¬ 
tized  or  depreciated  over  the  useful 
life  of  the  asset,  and  in  determining 
the  manner  of  absorbing  the  cost  in 
expense,  current  conditions  of  each 
particular  fiscal  year  shall  be  con¬ 
sidered. 

Since  the  promulgation  in  1934  by 
the  Treasury 'Department  of  notice 
of  a  revised  procedure,  in  determin¬ 
ing  the  depreciable  base  of  property, 
the  Department  is  reducing  the 
amount  shown  by  the  taxpayer  as 
the  base  by  more  depreciation  than 
the  taxpayer  claimed  if  it  (the  De¬ 
partment)  believes  that  the  rates 
were  too  low  in  prior  years,  and 
conversely,  it  is  reducing  the  base  by 
the  entire  amount  of  depreciation  al¬ 
lowed  in  past  returns  even  though 
such  depreciation  was  excessive.  The 
latter  situation  was  likely  to  occur, 
in  Mr.  Bell’s  opinion,  when  the  re¬ 
turn  had  not  been  examined  because 
the  taxpayer  had  incurred  a  large 
loss.  It  would  seem  fairer,  accord¬ 
ing  to  Mr.  Bell,  to  adjust  the  depre¬ 
ciation  to  a  reasonable  amount  in  the 
loss  years,  and  to  consider  the  de¬ 
preciation  allowed  in  the  profitable 
years  as  the  amount  “allow'able”  in 
the  absence  of  clear  error. 

As  a  result  of  change  in  adminis¬ 


trative  policy  with  resjiect  to  depre¬ 
ciation,  taxpayers  generally  have 
been  called  upon  to  furnish  much  de¬ 
tailed  information  hitherto  not  re¬ 
quired.  Large  amounts  of  additional 
taxes  have  been  assessed  but  “from 
a  practical  point  of  view,”  said  Mr. 
Bell,  “the  additional  taxes  collected 
do  not  represent  amounts  which 
would  never,  otherwise,  be  collected, 
but  simply  increased  collections  in 
the  years  under  review  at  the  ex- 
l)en.se  of  taxes  which  would  other¬ 
wise  lx?  assessable  in  subsequent 
years.  In  some  cases  it  is  probable 
that,  with  increasing  ta.x  rates  and 
tax  problems  such  as  those  arising 
out  of  the  surtax  on  undistributed 
net  income,  the  taxpayer  will  actu¬ 
ally  be  better  off  in  the  long  run 
(except  for  earlier  payment  dates) 
by  having  those  adjustments  made, 
to  which  strenuous  objection  was 
often  taken  at  the  time.” 

Under  the  new  administrative 
jwlicy,  after  the  first  review  and  the 
establishment  of  a  revised  procedure, 
the  depreciation  question  is  largely 
solved  except  for  the  requirement  of 
maintaining  more  detailed  informa¬ 
tion  than  previously  about  deprecia¬ 
ble  assets. 

An  important  phase  of  the  depre¬ 
ciation  question  bears  on  the  classi¬ 
fication  of  assets  as  a  basis  for  ap¬ 
plying  rates  of  computation.  In  this 
connection  Mr.  Bell  stated,  “The 


present  administrative  policy  of  the 
Treasury  makes  it  more  desirable 
than  heretofore  to  classify  the  assets 
into  numerous  groups  and,  where 
feasible  to  keep  some  individual  items 
separate.  Perhaps  equally  impor¬ 
tant,  or  more  so,  is  the  facility  which 
such  method  affords,  both  to  the 
Treasury  and  to  the  taxpayer,  for 
arriving  at  mutually  acceptable  and 
sound  liases,  as  well  as  rates,  for 
depreciation,  determined  in  the  light 
of  the  specific  nature  of  small  groups 
of  assets.” 

Describing  the  ideal  method,  Mr. 
Bell  suggested  the  preparation  of 
schedules  of  depreciable  assets,  a 
separate  schedule  for  each  life  or 
rate  group,  in  which  the  additions 
from  year  to  year  are  shown,  prob¬ 
ably  in  summary,  supported  by  de¬ 
tails  elsewhere.  “These  schedules,” 
Mr.  Bell  said,  “show'  not  only  de¬ 
preciable  assets  but  the  accrued  de¬ 
preciation  as  of  the  date  at  which 
the  schedules  are  first  set  up,  also 
depreciation  for  each  year  with  ac¬ 
cumulated  amounts  so  as  to  state  the 
total  accrued  depreciation  by  years 
of  acquisition  or  classes  of  assets  at 
any  given  date.  The  deductions,  that 
is  for  assets  disposed  of,  can  be  sum¬ 
marized,  as  the  additions  are,  except 
that  they  are  entered  in  red,  and  the 
depreciation  upon  those  amounts, 
likewise  entered  in  red,  is  treated  as 
an  offset  against  the  current  and  ac¬ 
crued  depreciation  otherwise  allow¬ 
able.” 

“Separate  summary  schedules 
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support  the  totals  of  each  of  the 
principal  classes  of  depreciable  as¬ 
sets,  such  as  buildings,  improve¬ 
ments,  fixtures,  delivery  equipment, 
etc.,  each  summary  schedule  being 
supported,  where  necessary,  by  the 
more  detailed  schedules  for  the  vari¬ 
ous  classifications  under  that  general 
caption.” 

Retirement  of  Assets 

Where  depreciation  of  a  group  of 
assets  is  claimed  on  the  basis  of  an 
average  rate,  the  Treasury  takes  the 
following  position  with  regard  to  a 
claim  for  loss  on  normal  retirement 
of  any  of  the  assets  comprising  the 
group:  That  the  average  rate  con¬ 
templates  the  normal  retirement  of 
some  items  both  before  and  subse¬ 
quent  to  the  average  life  expectation. 
Thus  the  asset  must  be  charged  off 
against  the  accumulated  depreciation 
instead  of  clearing  both  the  asset  and 
the  depreciation  api)licable  and 
charging  the  difference  (less  salvage) 
to  profit  and  loss.  The  effect  of  the 
Treasury  Department  requirement 
is  to  allow  subsequently,  under  the 
guise  of  depreciation,  the  present 
loss. 

However,  where  the  asset  is  dis¬ 
posed  of  under  special  circumstan¬ 
ces,  or  because  of  extraordinary  ob¬ 
solescence,  the  loss  is  allowed. 

Limitations  with  respect  to  the 
sale  or  exchange  of  capital  assets  do 
not  apply  where  assets  are  aban¬ 
doned,  demolished  or  scrapped.  For 
this  reason,  with  respect  to  mini¬ 
mizing  taxes,  it  is  necessary  to  con¬ 
sider  whether  scrapping  or  abandon¬ 
ing  an  asset  is  to  preferred  to  a 
sale  for  a  nominal  amount. 

Calling  attention  to  the  Treas¬ 
ury’s  definition  of  capital  assets, 
which  include  fixtures  and  delivery 
equipment  and  the  limitation  as  to 
the  amount  which  may  be  claimed  as 
a  loss  on  the  sale  of  such  assets 
($2,000  in  excess  of  similar  gains), 
Mr.  Bell  looks  with  disfavor  on  the 
Treasury  Department’s  position  as 
opposed  to  good  accounting  prac¬ 
tice.  Fixtures,  delivery  equipment, 
etc.,  are  not  capital  assets  but,  in 
reality,  deferred  expenses  and  a  sale 
of  such  assets  with  incidental  gains 
or  losses  should  not  be  subject  to 
special  regulations. 

Trade-ins  as  Distinguished 
From  Sales 

Under  the  present  Law  and  Regu¬ 
lations  where  properfy  is  exchanged 
or  traded  in,  no  gain  or  loss  is  rec¬ 


ognized.  The  Regulations  read  in 
part — 

“ — the  purchase  price  of  the 
new  machine  or  equipment 
should  be  decreased  or  increased 
according  to  whether  the  trade- 
.  in  value  of  the  old  machine  or 
equipment  is  greater  or  less 
than  the  depreciated  cost  of  the 
old  machine  or  equipment.” 

Thus  a  new  $2,000  automobile  must 
lie  carried  on  the  lx>oks  at  $2,300, 
where  the  trade-in  allowance  is  $300 
less  than  the  book  value  of  the  car 
traded  in.  Of  course,  depreciation 
on  the  new  car  will  be  based  on 
“cost”  of  $2,300. 

Had  the  trade-in  value  been  more 
than  the  book  value,  the  new  car’s 
value  on  the  books  would  have  been 
less  than  $2,000  and  depreciation 
will  be  based  on  the  smaller  amount. 

Anotlier  phase  of  the  depreciation 
problem  was  discussed  by  Mr.  Bell 
which  had  to  do  with  the  question  of 
whether  to  reflect  upon  the  books  the 
Treasury  Department’s  adjustment 
for  depreciation,  either  as  to  the  de¬ 
preciable  basis,  the  current  amount 


or  the  accumulated  amounts  of  de¬ 
preciation. 

“Some  companies,”  remarked  Mr. 
Bell,  “like  to  keep  their  ledger  ac¬ 
counts,  as  far  as  feasible,  in  agree¬ 
ment  with  the  accounts  as  allowed 
for  tax  purposes.  Where  such  pro¬ 
cedure  does  not  result  in  material 
misstatement  of  the  accounts,  much 
is  to  be  said  in  favor  of  adjusting 
the  books  to  accord  with  the  Treas¬ 
ury  basis.  On  the  other  hand,  where 
material  reductions  of  depreciation 
are  made  for  a  number  of  years,  the 
executives  and  the  Board  of  Direc¬ 
tors  may  naturally  be  averse  to  in¬ 
creasing  the  surplus  of  the  company 
solely  ^cause  of  this  fact.  In  such 
cases  a  special  reserve  for  the  differ¬ 
ence  may  be  set  up  on  the  books, 
which  is  applied  either  in  adjustment 
of  the  assets  or  the  accrued  deprecia¬ 
tion  or  both  for  balance  sheet  pur- 
jx)ses,  but  for  tax  purposes  is  con¬ 
sidered  as  a  part  of  surplus. 

“It  certainly  facilitates  the  ac¬ 
counting  when  the  Ixjoks  and  tax 
returns  are  brought  into  agreement 
or  where  there  is  easy  and  direct 
reconciliation  between  them.’’ 


Corporate  Tax  Problems — Capital  Stock — 
Dividend  Distributions 
By  Godfrey  N.  Nelson,  Secretary,  New  York  Times 


WHILE  the  two  types  of  tax 
problems  which  Mr.  Nelson  un¬ 
dertook  to  discuss  were  vastly  dif¬ 
ferent  in  most  respects,  they  both 
required  in  their  solution  the  em¬ 
ployment  of  processes  of  thought 
related  more  to  guess  work  than  to 
exactness  and  certainty. 

The  capital  stock  tax  is,  in  effect, 
self-assessed,  since  it  is  paid  on  a 
basic  capital  stock  value  set  by  the 
corporation  itself.  However,  this 
freedom  of  action  is  more  apparent 
than  real  since  the  companion  tax, 
leased  on  excess  profits,  penalizes 
the  undervaluation  of  the  capital 
stock. 

“The  excess  profits  tax,”  said  Mr. 
Nelson,  “is  imposed  at  two  rates; 
at  6  per  cent  of  that  portion  of  the 
net  income  which  is  in  excess  of  10 
I>er  cent  and  not  over  15  per  cent  of 
the  adjusted  declared  value,  and  at 
12  per  cent  of  the  net  income  in  ex¬ 
cess  of  15  per  cent  of  such  value. 
Although  a  corporation  may  have 
been  in  a  position  to  closely  estimate 
its  earnings  for  the  taxable  year 
1936  as  early  as  last  July,  when  a 
new  declaration  of  value  was  per¬ 
mitted,  the  importance  of  having  de¬ 
clared  an  adequate  value  lies  in  the 
fact  that  an  opportunity  to  re-de- 


clare  may  not  again  be  offered  for 
several  years  hence.” 

As  to  the  legality  of  the  phase  of 
the  law  which  prohibits  a  taxpayer 
from  changing  the  declared  capital 
stock  value,  Mr.  Nelson  mentioned 
a  case  now  pending  in  the  Federal 
Circuit  Court  of  Appeals  in  which 
the  lower  court  held  that  a  taxpayer 
may  correct  its  original  return  if  the 
amended  return  is  filed  before  an 
excess  profits  tax  return  is  due.  The 
outcome  of  this  case  is  awaited  with 
considerable  interest. 

“The  practical  problem,”  remark¬ 
ed  Mr.  Nelson,  “of  determining 
what  amount  shall  be  declared — 
when  the  opportunity  again  presents 
itself — may  dejjend  upon  many  un¬ 
known  and  speculative  elements. 
The  first  element  of  uncertainty  to 
be  considered,  therefore,  is  the 
length  of  time  during  which  no 
change  may  be  anticipated  except  by 
way  of  annual  adjustments  in  the 
declared  value.” 

There  have  been  frequently  recur¬ 
ring  opportunities  to  make  new 
declarations  during  the  past  few 
years,  but  it  can  hardly  be  expected 
that  such  opportunities  will  come  at 
short  intervals  in  the  future. 

“The  second  element  of  uncertain- 
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ty,”  continued  Mr.  Nelson,  “is  the 
problem  of  valuation.  No  rules  can 
Ik-  laid  down  as  definite  guides  ex¬ 
cept.  of  course,  that  with  an  exemp¬ 
tion  from  the  excess  profits  tax  of 
10  per  cent  the  value  of  capital  stock 
should  be  declared  at  an  amount 
ef|uai  to  10  times  the  future  earn¬ 
ings.  Each  case  must  be  dealt  with 
individually  and,  broadly  sj^aking, 
one  might  better  err  on  the  side  of  a 
liberal  value  than  a  close  one.  Even 
a  conservative  value  should  be  one 
large  enough  to  permit  of  a  fair  re¬ 
turn  on  invested  capital,  free  of  the 
e.xcess  profits  tax.” 

Accrual  of  the  Tax — .According 
to  a  recent  rule  of  the  Bureau  of 
Internal  Revenue,  the  capital  stock 
tax  has  its  own  fiscal  year,  begin¬ 
ning  on  July  1  and  ending  on  the 
following  Tune  30.  The  tax  now  ac¬ 
crues  on  the  first  day  of  the  fiscal 
year. 

Dividend  Distributions — Mr.  Nel¬ 
son  mentioned  that  in  the  first  in¬ 
come  tax  law  (1913)  there  was  a 
pntvision  which  was  designed  to  en¬ 
force  dividend  distributions  tbrough 
tbe  prohibition  of  the  accumulation 
of  surplus  beyond  the  reasonable 
needs  of  a  business.  Every  tax  law 
enacted  since  1913  has  also  a  simi¬ 
lar  i)rovision.  The  burden  placed 
on  the  Government  of  proving  that 
surplus  was  unreasonably  accumu¬ 
lated  so  as  to  prevent  the  imposi¬ 
tion  of  higher  taxes  on  sharehold¬ 
ers  made  the  provision  of  the  law 
rather  ineffectual. 

Tbe  1936  .A^ct  contains  the  provi¬ 
sion  regarding  “unreasonable  ac¬ 
cumulation”  as  well  as  the  section 
enacted  in  the  1934  Act  providing 
for  a  new  surtax  on  personal  hold¬ 
ing  companies. 

Tbe  additional  corporate  surtax 
adopted  in  1936  penalizes  the  reten¬ 
tion  of  corporate  earnings  regard¬ 
less  of  whether  they  were  reason¬ 
ably  accumulated  or  not.  The  sur¬ 
tax  rates  range  from  7%  to  27% 
and  are  in  addition  to  the  normal 
tax  of  8%  to  15%. 

In  this  connection  Mr.  Nelson 
said ;  “At  least  to  the  extent  that 
the  undistributed  profits  tax  induces 
unwise  or  unjustified  distributions  it 
exercises  some  degree  of  coercion 
upon  the  directors  of  a  corporation. 
And  where  the  corporation  is  un¬ 
willing  to  l)e  coerced  the  tax  is  in  the 
nature  of  a  penalty.” 

“It  is  worthy  of  notice,”  con¬ 
tinued  Mr.  Nelson,  “that  corjx)ra- 
tions  having  a  fiscal  year  other  than 
the  calendar  year,  have  an  advan¬ 
tage  over  those  which  do  not.  Most 
individual  returns  are  filed  on  the 


calendar  year  basis.  If  the  paying 
corporation  also  uses  the  calendar 
year  the  dividend  must  be  mailed  so 
as  to  reach  the  stockholder  within 
the  year;  otherwise  the  corporation 
will  not  be  entitled  to  credit  in  that 
year.  If,  however,  the  corporation 
has  a  fiscal  year,  a  dividend  may  be 
mailed  on  the  last  day  of  the  calen¬ 
dar  year  without  affecting  the  cor¬ 
poration’s  right  to  credit  within  such 
year  and  the  stockholder  on  a  cash 
basis  may  report  the  dividend  in  the 
next  year. 

Need  of  Recapitulation  Period 

“The  first  practical  problem  con¬ 
fronting  tbe  corporation  executive 
presented  by  this  measure  is  that  of 
determining  w’ithin  the  taxable  year 
tbe  net  income  of  the  year  and  in 
sufficient  time  to  have  the  Board  of 
Directors  hold  the  necessary  meet¬ 
ings.  adopt  resolutions  declaring 
dividends,  and  finally  to  make  pay¬ 
ment  thereof  so  as  to  have  the  evi¬ 
dence  of  payment  reach  the  share¬ 
holder  within  the  taxable  year.  The 
inequities  imposed  in  this  connection 
are  self-evident.  It  follows  that  if 
tbe  Congress  insists  iqxm  its  reten¬ 
tion  the  measure  must  provide  for  a 
suitable  period  of  time  after  the 
close  of  tbe  taxable  year  in  which 
to  enable  a  corporation  to  arrive  at 
its  true  net  income  and  to  determine 
upon  and  make  distributions  of 
earnings.” 

A  financially  weak  corporation 
having  an  accumulated  deficit  at  the 
beginning  of  its  taxable  year  must 
distribute  its  earnings  (if  any)  dur¬ 
ing  the  year  or  pay  the  tax.  A  cor- 
twration  with  impaired  capital,  in¬ 
corporated  in  a  state  which  prohibits 
“the  payment  of  dividends  except 
out  of  surplus,  is  compelled  either  to 
pay  the  tax  or  to  so  adjust  the  par 
or  nominal  value  of  its  capital  stock 
as  to  create  a  liook  surplus,  and  thus 
make  the  current  earnings  distri¬ 
butable.” 

Mr.  Nelson  recognizes  the  ad¬ 
ministrative  difficulties  that  would 
present  themselves  if  a  lx)ok  deficit 
would  entitle  a  corporation  to  ex¬ 
emption  or  special  credit.  For  in¬ 
stance,  a  corporation  could  convert 
a  book  surplus  into  a  lKX)k  deficit 
by  adjusting  book  asset  values  to 
true  values.  The  possibility  of  such 
administrative  difficulties,  the  speak¬ 
er  pointed  out,  proves  that  since  the 
law  cannot  be  made  equitable  with 
such  relief  provision,  and  cannot  be 
made  to  operate  effectively  with 
them,  it  is  based  on  unworkable 
principles. 


“.A  corporation  having  current 
earnings”,  said  Mr.  Nelson,  “and  a 
Ijook  surplus,  but  lacking  funds  out 
of  which  to  pay  dividends,  seeking, 
however,  to  avoid  the  tax,  must 
either  borrow  money  to  pay  the  divi¬ 
dend,  increase  the  outstanding  capi¬ 
tal  st(Kk  by  issuing  a  stock  dividend 
— availing  only  if  the  stock  dividend 
constitutes  a  taxable  distribution — 
or  declare  and  pay  the  dividend  in 
some  form  of  evidence  of  indebted¬ 
ness.” 

Commenting  on  tbe  so-called  re¬ 
lief  jwovisions  of  the  law  respecting 
contracts  restricting  the  payment  of 
dividends,  Mr.  Nelson  says  that  the 
rulings  issued  by  the  Treasury  De¬ 
partment  so  limit  the  availability  of 
such  credits  as  the  law  allows,  that 
“little  comfort  flows  to  the  tax- 
l)ayer”.  The  provision  limiting  the 
relief  credits  to  corporations  enter¬ 
ing  into  contracts  prior  to  May  1, 
1936,  restricting  the  payment  of 
dividends  is,  according  to  Mr.  Nel¬ 
son,  “nothing  short  of  a  discrimina¬ 
tion  against  corjwrations  which  are 
compelled  thereafter  to  refund  their 
oldigations”. 

Because  of  the  limitation  of  the 
deductions  allowable  due  to  a  capi¬ 
tal  loss  or  net  capital  loss,  to  the 
extent  of  $2,000  only,  in  determin¬ 
ing  net  income  or  adjusted  net  in¬ 
come  for  computing  the  surtax, 
many  injustices  may  result.  For  in¬ 
stance,  a  corporation  having  an 
ojierating  net  income  of  $l0O,OOO 
and  a  capital  net  loss  of  the  same 
amount,  would  be  required  to  pay  a 
normal  tax  on  $98,000.  It  would 
also  l)e  required  to  distribute  this 
amount  (less  the  normal  tax)  or 
pay  a  surtax  on  the  accumulation  of 
phantom  earnings. 

The  present  taxing  .system  spells 
depletion  and  ultimate  exhaustion  of 
the  taxpayer’s  capital.  The  system 
makes  no  provision  for  the  carry¬ 
ing  over  or  recoupment  of  losses. 
It  penalizes  for  failure  to  distribute 
jirofits  when  earned.  It  follows, 
therefore,  that  losses  l)ecome  charges 
against  taxpayers  capital. 

“The  British  system”,  says  Mr. 
Nelson,  “takes  the  broad  economic 
view  that  trading  profits  are  only 
taxable  after  trading  losses  have 
been  made  good  out  of  profits ; 
whereas,  without  regard  for  eco¬ 
nomic  principles,  we  tax  the  profits 
in  the  period  earned,  induce  their 
immediate  distribution,  and  make  no 
provision  for  the  recovery  of  trad¬ 
ing  losses  of  other  periods. 

“Admittedly,  under  the  British 
system  the  revenue  is  diminished  to 
the  extent  of  allowances  for  trad? 
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ing  losses,  but  this  is  undoubtedly 
more  than  compensated  for  by  en¬ 
hancing  financial  stability  and  by 
promoting  greater  permanency  of 
operations  and  employment.” 

Mr.  Nelson’s  closing  remarks 
contained  suggestions  for  the 
amendment  of  the  Act,  as  follows: 

“If  the  undistributed  profits  tax 
must  be  retained,  however,  ample 
time  must  be  allowed  for  determin¬ 
ing  and  distributing  earnings,  trad¬ 


ing  losses  should  l)e  allowed  as  an 
offset  against  profits  over  a  period 
of  years,  the  limitation  ujwn  capi¬ 
tal  losses  should  be  removed  or  the 
capital  gain  tax  entirely  eliminated, 
suitable  provision  should  be  made 
for  actual  impairments  of  capital, 
contracts  restricting  the  paj-ment  of 
dividends  should  be  fairly  recog¬ 
nized,  and  credits  should  be  per¬ 
mitted  for  a  normal  growth  of  fa¬ 
cilities  employed  in  the  business.” 


“While  this  schedule  was  designed 
to  favor  the  retailer,  in  some  in¬ 
stances  yielding  more  than  2%, 
nevertheless,  as  the  law  was  phrased, 
the  City  received  either  the  tax  of 
2%  on  the  gross  taxable  sales  or  the 
amount  of  tax  collected,  whichever 
was  greater.”  “The  insistence  of  the 
retailer  upon  favorable  schedules  and 
the  conclusion  of  the  Comptroller 
that  such  schedules  were  warranted 
made  for  equitable  and  smooth  en¬ 
forcement  of  collection.” 

This  was  far  better,  he  contended, 
than  the  different  schedules  for  dif¬ 
ferent  businesses  as  tried  in  North 
Carolina.  It  also  avoided  the  token 
nuisance.  Mr.  Goodgold,  in  this 
connection,  cited  an  investigation  of 
the  Ohio  method  of  collection  by 
receipts  which  revealed  that  this 
method  resulted  in  at  least  an  addi¬ 
tional  cost  of  administration,  to  the 
extent  of  1%  of  total  collected. 

Another  feature  mentioned  was 
that  designed  to  prevent  a  loss  of 
business  by  the  retailers  by  exempt¬ 
ing  from  the  tax  sales  to  be  de¬ 
livered  outside  the  city. 

In  order  to  prevent  evasion  and 
thus  protect  the  legitimate  vendor, 
all  vendors  were  required  to  be  reg¬ 
istered  or  licensed  without  a  license 
fee  l)eing  charged.  The  registration 
was  accomplished  with  the  aifl  of 
the  police. 

“Returns  in  the  City  are  required 
quarterly  aiul  not  monthly  as  in 
many  other  states  and  the  necessary 
forms  for  the  filing  of  such  are 
mailed  to  all  registered  vendors,  thus 
minimizing  the  burden  on  the  re¬ 
tailer.” 

Mr.  Goodgold  then  pointed  out 
that  to  avoid  partiality  towards  any 
group,  the  only  exemptions  in  the 
law  were  that  on  food,  (except  on 
meals  over  one  dollar),  and  that  on 
charity  sales. 

In  conclusion,  Mr.  Goodgold  re¬ 
ferred  to  the  fine  feeling  which  exists 
between  the  City  of  New  York  and 
its  merchants  and  stated  that  “This 
is  a  lesson  both  to  the  retail  com¬ 
munity  and  to  the  government  to 
cooperate  in  the  enactment  of  any 
law  so  as  to  make  it  workable,  which 
cooperation,  the  experience  of  New 
York  City  very  definitely  establishes, 
can  be  made  to  exist.” 


Retail  Sales  Taxes  from  Local  and  National  Aspects 

By  Louis  Goodgold,  C.P.A,,  and  Attorney-at-Law ;  Chief,  Sales  LTtility 
and  Personal  Property  Tax  Division,  City  of  New  York 

Mr.  goodgold.  in  his  initial  application  of  the  law.  Thereafter, 
remarks,  briefly  cited  the  condi-  the  City  Comptroller  surrounded 
tions  which  brought  about  the  need  himself  with  an  advisory  council 
for  additional  state  and  municipal  which  included  a  nutnber  of  retail- 


revenues  and  showed  how  one  state 
after  another  enacted  a  retail  sales 
tax  as  the  only  quick,  practical  and 
effective  way  to  raise  the  required 
revenues.  Municipalities,  without 
an  inherent  power  of  taxation,  were 
temporarily  granted  the  power,  and 
followed  the  path  of  the  states  in 
enacting  sales  tax  laws. 

Today,  a  number  of  the  states  are 
collecting  a  sales  tax.  Though  the 
laws  covering  these  were  originally 
enacted  for  a  limited  period,  they 
have  l)een  extended  from  time  to 
time  and  in  many  states  have  been 
made  a  permanent  tax  feature. 

Mr.  Goodgold  then  pointed  with 
pride  to  the  New  York  City  tax 
which,  he  said,  many  non-partisan 
groups  contend  is  run  more  smooth¬ 
ly  and  successfully  than  any  in  the 
country.  This  success  is  due  first  to 
the  raising  of  the  necessary  funds 
and  in  a  large  measure  “it  owes  its 
success  to  the  cooperation  of  the  re¬ 
tail  merchants  with  the  City  of  New 
York  in  all  respects.” 

At  the  outset,  retailers  were  op¬ 
posed  to  the  tax,  but  once  it  became 
apparent  that  the  law  would  be 
passed  they  offered  their  full  co¬ 
operation,  which  began  with  the 
drafting  of  the  law,  offering  vital 
suggestions  which  were  incorporated 
in  the  law.  Retailers  assisted  further 
in  the  drafting  of  the  regulations 
which  led  to  the  smooth  and  proper 


ers,  among  others. 

The  remainder  of  the  speech  was 
devoted  to  a  discussion  of  the  fea¬ 
tures  of  the  New  York  City  law 
which,  he  said,  also  account  for  its 
success. 

The  first  feature  referred  to  was 
that  which,  at  the  insistence  of  re¬ 
tailers,  “made  the  tax  mandatory  on 
the  consumer,  indeed  even  prohibit¬ 
ing  the  vendor  from  advertising  in 
any  way  that  he  would  absorb  the 
tax.”  This  “enabled  all  vendors  to 
present  to  the  public  a  united  price 
level  front,”  thus  avoiding  the  cut¬ 
throat  competition  which  the  ex¬ 
clusion  of  the  mandate  usually 
causes.  “Certainly,  it  provided  no 
incentive  for  a  retail  vendor  to  make 
incorrect  returns  for  he  was  acting 
merely  as  a  trustee  collector  of  funds 
paid  by  the  general  public.” 

Another  feature  was  the  simple 
and  flexible  bracket  schedule  (ap¬ 
plied  to  all  business)  to  eliminate 
fractions  of  a  cent.  Its  rates  were  as 
follows : 

“1  cent  to  12  cents  No  tax 
13  cents  to  62  cents  1  cent  tax 

63  cents  to  99  cents  2  cent  tax 

On  each  even  dollar  of  pur¬ 
chase  2  cent  tax,  plus  the  above 
rates  on  the  amounts  in  excess 
of  even  dollars.” 
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Social  Security  (Bulletin  No.  24) 


Chairman:  T.  C.  Sperry,  The  Lamson  Brothers  Company,  Toledo,  Ohio, 
Member  Taxation  Committee,  National  Retail  Dry  Goods  Association 


Round  Table  Discussion 


SOMI£  problems  connected  with 
Federal  Social  Security  legisla- 
ti(m  requiring  further  study 
from  the  |X)int  of  view  of  possible 
amendments  to  the  Federal  Act 
were  introduced  at  the  opening  of 
tlie  meeting  by  the  Chairman.  These 
included  the  question  of  whether  an 
employee  reaching  the  age  of  65 
shouUl  lx.*  permitted  to  continue  in 
regular  employment  without  losing 
his  rights  to  old  age  benefits  while 
in  such  employment,  and  also 
whether  only  the  first  $3,000  earned 
in  the  calendar  year  should  he  taxed 
instead  of,  as  now,  the  first  $3,000 
earned  from  each  employer  during 
a  calendar  year. 

Tlic  question  of  whether  the  F'ed- 
eral  tax  on  employers  under  the  Un- 
emi)loyment  Section  of  the  Act 
should  apply  only  to  the  first  $3,000 
of  wages  paid  to  each  employee  was 
anotlier  |X)int  which  warranted  fur¬ 
ther  study.  The  importance  of 
this  question  lx‘comes  more  appar¬ 
ent  considering  that  state  unemploy¬ 
ment  compensation  acts  provide  for 
benefits  related  to  the  amount  of 
earnings  hut  establish,  however,  a 
maximum  weekly  benefit  disprojxjr- 
tionate  to  earnings  alx)ve  $3,000  per 
annum. 

Under  the  Unemployment  Section 
of  the  Federal  Act,  family  employ¬ 
ment  is  exempted ;  under  the  Old 
Age  Benefits  Section,  family  em¬ 
ployment  is  not  specifically  excepted. 
It  would  seem,  according  to  Mr. 
Sperry,  that  there  should  l)e  con¬ 
sistency  on  this  point,  particularly 
in  view  of  the  administrative  proh- 
lems  which  will  arise  otherwise. 

Yet  another  question  brought  up 
was  whether  copies  of  the  quarterly 
information  returns,  S.  S.  2  (a) 
coiild  be  given  to  employees  in  lieu 
of  other  receipts  for  their  contribu¬ 
tions. 

Mr.  Sperry  also  stressed  the  need 
of  states  establishing  reciprocal  ar¬ 
rangements  to  prevent  an  individual 
continuing  to  receive  unemployment 
benefits  in  one  state  while  employed 
in  another  state. 

Questions  on  the  Federal  Social 
Security  Act  which  had  been  sent 
into  the  office  of  the  Controllers’ 
Congress  or  submitted  during  the 
Convention  were  then  read  and  an¬ 


swered.  The  more  imijortant  of 
these  are  given  below.  To  conserve 
space  only  the  answers  are  given. 
(A  numlxT  of  the  answers  which 
follow  have  Ixen  covered  in  the  So¬ 
cial  Security  Bulletins  previously 
issued  by  the  Controllers’  Con¬ 
gress.) 

1.  F'mployers  in  all  states  irrespec¬ 
tive  of  the  existence  of  a  state 
unemployment  act  are  subject 
to  the  tax  imjx)sed  by  the  F'ed- 
eral  Act,  under  'I'itle  IX,  Un¬ 
employment  Insurance. 

2.  Officers  of  cor|X)rations  are 
considered  em|)loyees,  hut  di¬ 
rectors,  as  sucli,  are  not. 

3.  Partners  —  that  is,  Ixmafide 
partners,  ai;d  not  employees 
who  do  not  have  the  legal  status 
of  partners — are  not  considered 
employees. 

4.  Traveling  expenses  of  buyers 
or  other  employees,  when  ac¬ 
counted  for  by  such  employees, 
are  not  regarded  as  wages.  (It 
was  the  general  opinion  that  an 
accounting  to  the  employer  that 
showed  details  only  to  the  ex¬ 
tent  demanded  by  the  employer 
in  the  past  would  jirohahly  lx 
satisfactory  to  the  Internal  Rev¬ 
enue  Department.) 

Premiums  paid  by  an  em¬ 
ployer  on  employees’  life  insur¬ 
ance  are  taxable  wages  if  the 
employee  has  the  right  to  a 
cash  surrender  value  on  the 
IX)licy,  but  premiums  paid  by 
the  employer  on  ordinary  group 
life  insurance,  where  there  is  no 
cash  surrender  value,  are  not 
taxable  wages. 

5.  Deductions  made  from  wages 
for  group  life  insurance  policies 
are  taxable. 

6.  Dismissal  wages,  vacation  pay, 
allowances  for  sick  pay  are  tax¬ 
able  wages.  Amounts  received 
as  workmen’s  compensation 
from  state  funds  or  insurance 
companies,  however,  are  not  re¬ 
garded  as  taxable  wages. 

7.  Pensions  are  not  considered 
taxable  wages. 

8.  P.M.’s  and  “Spiffs”  are  to  be 
regarded  as  taxable  wages. 


9.  Prizes  awarded  by  manufactur¬ 
ers  or  by  the  store  to  store 
salesixople,  in  sales  contests, 
are  taxable.  (See  S.S.T.  42 
Controllers’  Congress  Social 
Security  Bulletin  No.  16). 

10.  Tips  are  not  regarded  as  taxa¬ 
ble  wages  under  Title  VIII 
(Old  Age)  unless  they  clear 
through  or  are  accounted  for  to 
the  employer.  In  some  states 
tips  are  taxable,  and  it  was  the 
impression  of  some  present  that 
the  employer  in  such  cases  hav¬ 
ing  to  maintain  records  of  the 
tips  might,  accordingly,  be 
taxed  on  the  amount  of  the  tips 
under  the  Federal  Law. 

With  regard  to  Title  IX,  Un¬ 
employment  Insurance,  it  was 
felt  that  tips  were  not  taxable 
since  they  were  not  mentioned 
in  any  manner  in  Reg.  90. 

However,  Treasury  Decision 
S.S.T.  12  (See  Bulletin  15, 
Controllers’  Congress,  Septem¬ 
ber  1936)  mentions  that  under 
Title  IX,  tips  i^aid  directly  by 
a  customer  to  an  employee  and 
not  in  any  way  accounted  for 
by  the  employee  to  the  employ¬ 
er  are  not  taxable.  Tins  ruling 
thus  descrilxs  when  tips  are  not 
taxable  under  Title  IX  imply¬ 
ing  that  under  other  conditions 
they  would  be  taxable.  Many 
of  those  present  agreed  that 
both  under  Title  VUI  and  Title 
IX,  tips  under  certain  circum¬ 
stances  would  lx  taxable. 

(A  subsequent  bulletin  on 
this  (juestion  will  provide  a  defi¬ 
nite  answer.) 

11.  Meals,  which  are  furnished  to 
restaurant,  lunch  room,  and 
other  employees  as  a  part  of 
compensation,  are  not  assigned 
any  set  value  as  taxable  wages. 
Each  store  will  have  to  use  its 
best  judgment  in  determining 
such  value.  According  to  the 
Internal  Revenue  Bureau  fac¬ 
tors  which  will  influence  their 
judgment  as  to  the  value  of 
meals  will  include,  among 
others,  state  laws  or  regulations 
providing  for  valuation,  the  rea¬ 
sonable  prevailing  value,  con¬ 
tract  of  employment,  place 
where  served,  nature  of  ser¬ 
vice,  etc.  One  store  brought 
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out  that  they  consider  the  cost 
and  not  the  retail  value  of  meals 
as  taxable  wages. 

12.  Supper  money  and  supper 
meals  are  not  taxable. 

13.  The  entire  salary  of  an  em¬ 
ployee  is  subject  to  the  employ¬ 
ers’  tax  under  the  Unemploy¬ 
ment  Section  of  the  Social  Se¬ 
curity  Act.  Under  the  Old  Age 
Benefit  Section  of  the  Act,  the 
tax  for  both  employer  and  em¬ 
ployee  is  based  only  on  the  first 
$3,000  earned  from  each  em¬ 
ployment. 

14.  Payments  made  to  employees 
who  have  drawing  accounts  are 
subject  to  the  Social  Security 
Taxes  only  when  earned.  Thus 
payments  made  in  1936,  but  not 
earned  until  1937,  would  be 
taxable  in  1937,  at  the  rates 
then  prevailing  —  2%  Unem¬ 
ployment  and  1%  Old  Age. 

15.  Deductions  from  an  employee’s 
salary  for  Old  Age  Pensions 
are  considered  wages  and  thus 
not  exempt  from  emplo\'ees’ 
Federal  income  tax. 

16.  Employers’  tax  payments  for 
Social  Security  are  allowable 
deductions  from  gross  income 
in  regard  to  the  employers’  in¬ 
come  tax.  (It  is  not  clear  from 
the  regulations  whether  an  em¬ 
ployee’s  tax  paid  by  the  em¬ 
ployer  would  be  an  allowable 
deduction  for  the  employer.) 

17.  The  employee-employer  rela¬ 
tionship  exists  when  the  person 
for  whom  the  services  are  per¬ 
formed  has  the  right  to  control 
and  direct  the  individual  who 
performs  the  services,  not  only 
as  to  the  result  to  be  accom¬ 
plished  by  the  work,  but  also  as 
to  the  details  and  means  by 
which  that  result  is  accom¬ 
plished  ;  that  is,  an  employee  is 
subject  to  the  will  and  control 
of  the  employer  not  only  as  to 
what  shall  be  done  but  how  it 
shall  be  done.  In  this  connec¬ 
tion,  it  is  not  necessary  that  the 
employer  direct  and  control  the 
manner  in  which  the  services 
are  performed.  It  is  sufficient 
that  he  has  the  right  to  do  so. 

18.  Employers  are  not  liable  under 
the  Federal  Act  with  respect  to 
wages  paid  by  their  sub-con¬ 
tractors  to  tlieir  employees. 
Under  some  state  unemploy¬ 
ment  laws,  employers  are  liable 


for  the  state  tax  on  such  wages 
unless  they  obtain  a  written 
agreement  from  their  sub-con¬ 
tractor  that  the  latter  is  cover¬ 
ing  his  employees. 

19.  Private  or  sub-contractors  are 
those  employed  to  do  a  specific 
job  wherein  no  employee-em¬ 
ployer  relationship  exists  be¬ 
tween  the  employed  individuals 
and  the  store.  This  occurs  usu¬ 
ally  where  an  individual  is  paid 
a  flat  sum  to  do  a  particular  job 
over  which  there  is  no  specific 
direction  by  the  store  as  to  how 
the  job  should  be  done,  but  only 
as  to  the  results  desired.  Where 
a  store  hires  an  orchestra  for 
its  tea-room  and  agrees  to  pay 
the  orchestra  leader  a  lump 
sum  out  of  which  he  pays  the 
rest  of  the  musicians,  the  or¬ 
chestra  leader  is  a  private  or 
sub-contractor  and  the  musici¬ 
ans  likewise  are  not  employees 
of  the  store.  Where  attorneys 
and  accountants  work  in  a  store 
on  a  fee  basis  and  there  is  no 
direction  on  the  part  of  the  em¬ 
ployer  as  to  the  manner  or 
means  of  proceeding  with  the 
work,  the  attorneys  or  account¬ 
ants  are  considered  private  con¬ 
tractors  and  the  fees  so  paid 
are  not  ta.xable  to  the  employer. 

20.  Lessees  of  departments  as  such 
are  employers  for  purposes  of 
both  the  Old  Age  and  Unem¬ 
ployment  Insurance  Sections  of 
the  Act  if  they  comply  with  the 
conditions  specified  under  each 
Section  covering  “who  are  em¬ 
ployers.” 

21.  There  was  a  difference  of  opin¬ 
ion  as  to  how  an  employer 
should  protect  his  interests  to 
guarantee  the  refunds  of  taxes 
paid  in  case  either  provision  of 
the  Federal  Act  is  declared  un¬ 
constitutional  or  is  discon¬ 
tinued.  The  discussion  sim¬ 
mered  down  to  this  point,  that, 
though  an  employer  in  order  to 
protect  his  interests  does  not 
have  to  pay  the  taxes  under 
protest,  there  was  no  objection 
to  so  doing. 

22.  When  an  employee  dies  or 
reaches  the  age  of  65,  the  em¬ 
ployer  should  fill  out  S.  S.  3  in 
accordance  with  the  instructions 
thereon,  and  file  it  with  his  local 
collector,  15  days  after  death  of 
employee  or  his  reaching  65 
years  of  age.  It  was  mentioned 
that  the  Social  Security  Board 


was  setting  up  machinery  to 
rival  the  speed  with  which  in¬ 
surance  companies  pay  death  or 
other  Ijenefits. 

23.  If  a  jx'rson  who  reaches  the  age 
of  65  is  not  qualified  to  receive 
regular  benefits  he  is  entitled  to 
a  lump  sum  equal  to  3j4%  of 
the  total  taxable  wages  earned 
and  paid  to  him  with  respect  to 
employment  after  December  31, 
1936,  and  before  he  reached  the 
age  of  65. 

24.  Benefits  to  a  person,  after  he 
reaches  the  age  of  65,  if  he 
qualifies,  will  be  based  upon  and 
will  vary  with  his  taxable  earn¬ 
ings  with  respect  to  employment 
after  December  31,  1936,  and 
before  he  reaches  the  age  of  65. 

25.  The  term  “qualified  individual” 
is  defined  to  mean  an  individual 
who  is  at  least  65  years  of  age, 
and  who  has  received  in  wages 
for  employment  after  December 
31,  1936  and  before  he  attained 
the  age  of  65,  not  less  than 
$2000,  some  part  of  which  em¬ 
ployment  was  performed  in 
each  of  at  least  five  different 
calendar  years.  Benefits  pay¬ 
able  to  qualified  persons  shall 
be  reduced  for  each  calendar 
month  in  any  part  of  which  they 
are  regularly  employed.  It  was 
expressed  that  this  provision 
should  be  amended  so  that 
benefits  become  a  right  and  not 
a  privilege,  similar  to  an  annui¬ 
ty  from  an  insurance  company 
which  is  paid  at  the  agreed  time 
whether  or  not  an  individual  is 
employed. 

26.  An  employer,  for  purposes  of 
Old  Age  Benefits,  is  anyone 
who  employs  one  or  more  indi¬ 
viduals  in  employment  within 
the  United  States  for  service 
not  specifically  exempted  in  the 
Act. 

27.  Family  employment  is  not  ex¬ 
empted  under  the  Old  Age  Sec¬ 
tion  of  the  Act.  Under  the  Un¬ 
employment  Section  of  the  Act 
family  employment  is  exempt. 
However,  services  performed 
by  members  of  a  family  for  a 
corporation  are  not  exempted 
under  the  above  provisions. 

28.  The  subject  of  demonstrators 
provided  a  very  lively  discussion 
which  added  nothing  further  to 
that  which  has  already  appeared 
in  Controllers’  Congress  Social 
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Si'curity  Bulletins  Numbers  7. 
9,  10,  14,  15,  and  19. 

29.  Domestic  Service  refers  to  ser¬ 
vices  of  a  housekeeping  nature 
and  is  exempted  under  Old 
Age  Benefits.  However,  a  pri¬ 
vate  secretary  working  in  an 
employer’s  home,  would  not 
come  under  this  category. 

30.  .\n  employer  for  purposes  of 
unemployment  insurance  is 
anyone  who  employs  8  or  more 
individuals  on  any  day  (or  frac¬ 
tion  thereof)  in  each  of  20 
weeks  in  any  year.  For  excep¬ 
tions  to  this  statement,  see 
Regulations  90.  In  states  where 
the  recjuirement  is  less  than  8 
employees,  some  employers 
would  l)e  obligated  to  pay  taxes 
to  the  state  but  not  to  the  Fed¬ 
eral  Government. 

31.  Form  940  is  an  employer’s  an¬ 
nual  tax  return  under  Title  IX 
(Unemployment  Insurance)  of 
the  Act  which  must  be  filed, 
(accompanied  by  a  check  cov¬ 
ering  the  tax)  before  January 
31*  for  the  previous  calendar 
year  ending  December  31st. 
This  return  is  made  on  the  cal¬ 
endar  year  and  not  the  usual 
fiscal  year  as  allowed  under  the 
income  tax  law'. 

32.  Form  S.S.  1  is  a  monthly  tax 
return  in  quadruplicate,  under 
Title  VIII  (Old  Age  Benefits) 
of  the  Act  which  must  be  filed, 
(accompanied  by  a  check  cov¬ 
ering  the  employer’s  and  em¬ 
ployee’s  tax),  before  the  last 
day  of  the  first  month  follow'ing 
the  period  covered  in  the  re¬ 
turn. 

33.  Forms  S.S.  2,  and  S.S.  2a  re¬ 
quired  under  the  Old  Age 
Benefit  Section  of  the  Act  have 
not  yet  been  released  by  the  In¬ 
ternal  Revenue  Bureau.  (For 
details  regarding  these  forms 
see  Controllers’  Congress  Social 
Security  Bulletin  No.  .19.) 

34.  The  Federal  Government  does 
not  prescribe  any  definite  meth¬ 
od  of  accounting  or  payroll  rec¬ 
ords  for  employers.  It  was  the 
general  expression  that  stores 
should  move  slowly  in  revising 
their  payroll  methods  until  such 
time  as  the  Social  Security  Law 
is  definitely  placed  upon  a  per- 

*An  extension  of  time  until  April  1,  1937, 
has  been  granted  for  the  filing  of  the 
return  and  the  payment  of  the  tax  cover¬ 
ing  the  calendar  year  1936.  (See  Con¬ 
trollers’  Congress  Social  Security  Bul¬ 
letin  No.  23.) 


manent  basis.  It  was  mentioned 
that  store  records  must  be 
available  for  inspection  for  a 


jMjriod  of  four  years  after  the 
date  the  tax,  covered  by  such 
records,  applies. 


Operation  of  the  Wisconsin  Unemployment  Insurance  Law 

By  Hugo  Kuecheniiieister,  Controller,  Ed.  Schuster  &  Co.,  Inc., 
Milwaukee,  Wis. 


The  Wisconsin  Unemployment 
Insurance  Law  became  effective 
July  1,  1934,  and  on  July  1,  1936, 
IxMiefits  could  be  paid.  Employers 
were  required  to  contribute  2%  of 
designated  payroll  under  the  Indi¬ 
vidual  Reserve  Plan. 

During  the  two  years,  Schuster’s 
contributed  approximately  $1C)0,(XX). 
Benefits  paid  during  the  six  months 
ending  Deceml)er  31,  1936,  charge¬ 
able  to  Schuster’s  Reserve  Account 
were  $79.55.  The  maximum  esti¬ 
mate  of  the  amount  that  will  lx;  paid 
for  the  entire  year  is  $3,000. 

The  State  of  Wisconsin  had.  as 
of  December  31  last,  over  $18,000,- 
000  in  its  Unemployment  Reserve 
Fund,  on  l)ehalf  of  425.000  employ¬ 
ees,  attached  to  6,000  employers. 
Since  lx?nefits  became  payable,  19.- 
563  paymetit  checks  have  been 
issued  to  9,600  workers ;  total  l)ene- 
fits  paid  amounting  to  $144,246. 

The  reserve  account  of  only  one 
employer  in  the  State  was  insuffi¬ 
cient  to  meet  the  payments  charge¬ 
able  against  it.  This  employer  hap¬ 
pened  to  he  a  small  firm  in  the 
hands  of  a  receiver. 

The  Wisconsin  Law  provides  that 
when  the  reserve  account  of  an  em¬ 
ployer  cannot  meet  the  payments  re¬ 
quired.  such  benefits  shall  be  paid 
from  a  special  State  fund  built  up 
by  transfers  from  the  reserve  ac¬ 
counts  of  employers  who  have  left 
the  State  or  have  retired  from  busi¬ 
ness. 

The  individual  reserve  account 
which  w'as  charged  the  greatest  per¬ 
centage  for  benefit  payments  w'as 
that  of  a  glove  manufacturing  com¬ 
pany.  Through  unusual  circum¬ 
stances  this  company  had  to  reduce 
employment  so  that  its  reserve  was 
charged  43%  in  all  on  account  of 
benefit  payments.  The  next  largest 
charge  w'as  one  of  22.4%  and  most 
of  the  other  employers  required  to 
pay  benefits  from  their  reserve  ac¬ 
counts  lost  only  a  very  small  per¬ 
centage  of  the  reserves  built  up. 
Some  3,000  employers  out  of  6, (XX) 
had  no  benefit  payments  chargeable 
to  their  accounts. 

A  recent  meeting  of  the  Wiscon¬ 
sin  Manufacturer’s  Association 


voted  212  in  favor  of  the  present 
individual  reserve  plan  against  two 
in  favor  of  another  plan. 

The  advantage  of  the  Wisconsin 
plan  is  that  it  provides  for  automatic 
merit  rating.  Schuster’s  expects  that 
by  July  1938,  their  reserve  account 
will  be  sufficiently  large  to  reduce 
their  contribution  from  the  2.7%, 
provided  in  the  Law,  to  1%.  By 
1940  it  is  entirely  possible  that  con¬ 
tributions  only  to  the  extent  of  Ijene- 
fits  paid  will  be  required. 

The  disadvantage  of  the  pool  fund 
plan  in  operation  in  many  states  is 
that  it  provides  only  in  a  very  inde¬ 
finite  way  for  subsequent  merit  rat¬ 
ing.  Many  administrative  difficul¬ 
ties  will  l)e  in  the  path  of  the  appli¬ 
cation  of  merit  ratings  to  employers 
in  states  operating  under  the  pool 
fund. 

Stabilization  of  Employment 

There  are  many  possible  ways  to 
stabilize  employment  in  department 
stores  so  that  a  store  may  take  ad¬ 
vantage  of  the  merit  rating  provi¬ 
sions  in  state  unemployment  laws. 
Stores  can  reduce  the  number  of 
special  sales  events.  Stores  can  an¬ 
ticipate  changes  in  construction  and 
maintenance  work  by  having  much 
of  this  done  in  dull  seasons.  Out¬ 
side  contractors  may  be  employed 
when  conditions  are  favorable. 
Salespeople  can  be  trained  for  work 
in  more  than  one  department.  Non¬ 
selling  help  can  also  be  made  more 
flexible  with  training. 

Other  industries  in  Wisconsin  are 
also  training  their  employees  to  be¬ 
come  useful  at  several  jobs.  The 
principle  which  seems  to  be  domin¬ 
ant  is,  rather  than  drop  an  employee 
and  have  half  the  amount  of  his 
wages  charged  to  you,  pay  him  full 
wages  in  another  position  where  he 
may  be  required. 

In  Wisconsin  employers  are  re¬ 
quired  to  make  monthly  reports  of 
the  total  of  taxable  payroll  and  pay 
the  tax  or  contributions. 

Persons  receiving  no  wages,  or 
less  than  their  benefit  rates  must  be 
reported  weekly.  A  few  other  re¬ 
ports  are  required  but  the  sum  total 
of  record  keeping  is  at  a  minimum. 
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Social  Security  Office  Decisions 


This  section  of  Bulletin  No.  24 
contains  explanations  of  the  ad¬ 
ditional  Office  Decisions  issued  by 
the  Internal  Revenue  Bureau  since 
our  Bulletin  No.  22.  These  De¬ 
cisions  are  numbered  S.S.T.  64 
through  87.  Numbers  64,  65,  66, 
69,  70,  71,  74,  76,  77,  78,  79,  and 
80  do  not  apply  to  retail  operations. 

Partnership  Returns  Under 
Title  IX 

S.S.T.  67 — The  question  here 
concerns  whether  the  M,  N,  and  O 
partnerships,  which  have  members 
common  to  all  of  them  but  in  which 
there  is  some  difference  in  member¬ 
ship,  may  make  a  joint  return 
(Form  No.  940)  under  Title  IX. 

The  Bureau  held  that  each  part¬ 
nership  should  make  a  separate  re¬ 
turn.  This  same  ruling  would  un¬ 
doubtedly  apply  to  returns  required 
under  Title  VIII. 

Advance  Payments  to  Salesmen 
Taxable  Under  Title  VIII 

S.S.T.  68 — ^Advice  w’as  requested 
whether  advance  payments  to  sales¬ 
men  of  the  M  Company  who  have 
drawing  accounts  are  taxable  under 
Title  VIII.  In  this  instance  the 
salesmen  are  paid  sf)ecified  amounts 
each  week,  which  are  charged  to 
their  drawing  accounts.  Where  ad¬ 
vances  are  in  excess  of  commissions 
earned,  the  excess  is  carried  as  an 
account  due  from  the  salesman.  In 
the  event  the  salesman’s  services  are 
terminated,  the  excess  is  charged  to 
profit  and  loss. 

It  w'as  held  by  the  Bureau  that 
“advance  payments  to  an  employee 
for  services  to  be  performed  in  ‘em¬ 
ployment’  constitute  ‘wages’  within 
the  meaning  of  Title  VIII  of  the 
Social  Security  Act  at  the  time  of 
payment.”  Thus,  such  advance  pay¬ 
ments  are  subject  to  both  the  em¬ 
ployer’s  and  employee’s  tax. 

Though  the  Decision  makes  no 
reference  to  Title  IX  it  is  assumed 
that  advance  payments  to  salesmen 
would  also  lie  subject  to  the  em¬ 
ployer’s  tax  imposed  under  this  sec¬ 
tion  of  the  Act. 

Employees  of  Nurserymen  and 
Commercial  Flower  Growers 
— Not  Agricultural  Labor 

S.S.T.  72  and  73 — Several  ques¬ 
tions  were  raised  to  determine  if  em¬ 
ployees  of  nurserymen  and  employees 
of  commercial  flower  growers  were 


agricultural  labor  and  thus  exempt 
under  Titles  VIII  and  IX. 

The  Decisions  referred  to  various 
concepts  of  agricultural  labor  and 
emphasized  that  in  the  final  analysis 
the  intent  of  the  law  makers  should 
govern.  Thus,  it  was  maintained 
that  considering  such  intent,  it  was 
clear  that  the  employees  above  men¬ 
tioned  are  not  agricultural  labor  and 
are  not  exempt  from  the  provisions 
under  Titles  VIII  and  IX. 

These  decisions  affect  stores  hav¬ 
ing  their  own  greenhouses,  since  the 
wages  paid  to  employees  in  such  de¬ 
partments  are  subject  to  lx)th  em¬ 
ployer’s  and  employee’s  taxes  as  a 
result  of  these  Decisions. 

Determining  Bonuses  Applicable 
to  Taxable  Year  Under  Title  IX 

S.S.T.  75 — This  question  was 
handled  in  Social  Security  Bulletin 
No.  22.  At  the  time  it  was  based 
upon  a  copy  of  the  Decision  of  the 
Internal  Revenue  Bureau  sent  to 
this  office,  but  which  had  not  as  yet 
been  made  public  in  the  form  of  an 

S.S.T. 

Pensions  Not  Taxable  Under 
Titles  VIII  and  IX 

S.S.T.  81— Since  S.S.T.  4  held 
that  persons  jjensioned  prior  to  De¬ 
cember  31,  1935,  performed  no  ser¬ 
vices  for  their  employer  since  that 
date  and  were  thus  no  longer  em¬ 
ployees  within  the  meaning  of  Title 
IX,  the  information  was  requested 
if  this  status  would  also  hold  true 
with  respect  to  persons  pensioned 
after  December  31,  1935. 

The  response  was  in  the  affirma¬ 
tive,  stating  that  individuals  who  are 
pensioned  and  perform  no  services 
for  their  former  employer  “do  not 
occupy  the  legal  relationship  of  em¬ 
ployee  with  respect  to  such  former 
employer.”  Accordingly,  the  taxing 
provisions  of  both  Titles  VTII  and 
IX  do  not  apply  to  such  pensions. 

Directors  May  Be  Employees 

S.S.T.  82 — The  M  Building  and 
Loan  Association  sought  to  deter¬ 
mine  whether  directors  serving  on 
certain  committees  and  receiving 
specified  fees  for  such  services  are 
employees  of  the  Association  within 
the  meaning  of  Titles  VIII  and  IX. 

The  Decision  quoted  the  Regula¬ 
tions  to  the  effect  that  directors,  as 
such,  are  not  employees  of  a  cor¬ 
poration  and  then  stated  that  wheth¬ 
er  they  are  employees  depends  upon 


what  other  services  they  may  per¬ 
form.  In  the  particular  cases  cited, 
(the  directors  serve  on  appraisal 
committees  which  appraise  property 
ujxm  which  loans  have  been  request 
ed  and/or  on  a  committee  which 
audits  the  books  of  the  Association 
for  which  services  specified  fees  are 
paid)  the  directors  are  employees 
within  the  meaning  of  Titles  VIII 
and  IX,  Articles  3  and  205  of  Reg¬ 
ulations  91  and  90  respectively. 

It  can  easily  be  seen  that  directors 
of  a  corporation  operating  a  store 
might  perform  services  for  payment 
which  would  make  them  employees 
of  the  store  and  which  amounts 
would  l)e  taxable  under  the  Act. 


Employee’s  Tax  (Old-Age  Bene 
fits)  When  Assumed  by  Employer 
Is  Not  Wages 

S.S.T.  83 — This  Decision  holding 
that  any  amounts  of  the  employees’ 
tax  (referred  to  here  as  “employee’s 
income  tax”)  which  are  voluntarily 
paid  by  the  employer  without  deduc¬ 
tion  from  employees’  remuneration 
are  not  additional  wages,  was  cov¬ 
ered  in  Social  Security  Bulletin  No. 
23. 


How  To  Determine  Taxability  of 
Certain  Types  of  Payments  to 
Salesmen 


S.S.T.  84 — This  covers  the  proj^r 
method  of  determining  the  liability 
under  Title  VIII  where  the  expenses 
paid  by  a  salesman,  for  which  he  is 
not  reimbursed,  exceed  his  commis¬ 
sions.  The  salesman  in  question  is 
employed  on  a  commission  basis  and 
pays  the  expenses  incurred  by  him 
in  connection  wtih  his  employment 
without  reimbursement  by  his  em¬ 
ployer. 

Reference  was  made  by  the  Bu¬ 
reau  in  its  Decision  to  S.S.T.  28, 
(see  Controllers’  Congress  Social 
Security  Bulletin  No.  15)  which 
held  that  where  a  salesman  is  paid 
an  amount  to  cover  both  salary  and 
expenses  he  must  account  for  his  ex¬ 
penses  to  his  employer  and  the  lat¬ 
ter’s  records  must  distinguish  be¬ 
tween  both  types  of  remuneration 
or  else  the  entire  amount  paid  is 
taxable. 

In  the  present  case  the  salesman 
must  also  account  to  his  employer 
for  his  expenses  and  the  tax  will 
apply  only  for  those  months  in  which 
it  is  first  established  that  the  remun¬ 
eration  paid  to  a  salesman  exceeds 
his  expenses.  If  the  exf)enses  exceed 
the  commissions  “the  amount  of 
such  excess  should  be  carried  over 
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to  tlu‘  following  month  and  added  to 
the  amount  of  the  expenses  for  that 
nionth,  and  that  procedure  continued 
until  such  time  as  the  total  com¬ 
missions  paid  exceed  the  total  ex¬ 
penses  reported.”  In  the  month  in 
which  such  excess  occurs  it  “will 
constitute  remuneration  subject  to 
the  taxes  imposed  by  Title  VIII.” 

This  Decision  may  affect  those 
stores  which  have  outside  sales¬ 
people. 

Services  Excepted  Under  Title  IX 
Not  Necessarily  Excepted  Under 
Title  VIII 

There  are  certain  employments 
which  are  exempted  under  both 
Titles  VIII  and  IX.  However,  there 
are  some  types  of  employments 
which  are  exempted  under  Title  IX 
(Section  907c)  but  not  Title  VIII. 
These  are: 

“(3)  Service  performed  as  an 
officer  or  member  of  the 
crew  of  a  vessel  on  the 
navigable  waters  of  the 
United  States; 

“(4)  Services  performed  by  an 
individual  in  the  employ 
of  his  son,  daughter,  or 
spouse,  and  services  per¬ 
formed  by  a  child  under 
the  age  of  21  in  the  em¬ 
ploy  of  his  father  or 
mother.” 

Conversely,  there  are  employ¬ 
ments  exempted  under  Title  VIII, 
Section  811b,  but  not  Title  IX. 
These  are : 

“(3)  Casual  labor  not  in  the 
course  of  the  employer’s 
trade  or  business ; 

“(4)  Service  performed  by  an 
individual  who  has  at¬ 
tained  the  age  of  65; 

“(5)  Service  performed  as  an 
officer  or  member  of  the 
crew  of  a  vessel  docu¬ 
mented  under  the  laws  of 
the  United  States  or  of 
any  foreign  country.” 

The  Internal  Revenue  Bureau  has 
ruled  that  a  service  which  it  has  held 
to  be  excepted  from  the  term  “em¬ 
ployment”  under  a  sub-division  of 
Action  907c  (Title  IX)  of  the  Act 
is  likewise  excepted  under  the  corre¬ 
sponding  sub-division  of  Section 
811b  (Title  VIII).  No  evidence  is 
necessary  to  establish  exemption  un¬ 
der  said  corresponding  sub-division. 

An  Attorney  Paid  a  Retainer  Not 
an  Employee 

S.S.T.  86 — The  Bureau  ruled 


here  that  “an  attorney  engaged  by 
the  M  Corporation  and  paid  a  re¬ 
tainer  fee  to  defend  it  in  any  suit 
that  may  be  brought  against  it  dur¬ 
ing  the  year,  whether  or  not  he  per¬ 
forms  any  services  for  it  during  the 
year,  is  not  an  employee  of  the  cor¬ 
poration  for  the  purpose  of  Titles 
VIII  and  IV.” 

Commissions  Cancelled  on  Can¬ 
celled  Sales — A  Credit  to  Earnings 
In  Year  Sales  Are  Made 

S.S.T.  87 — The  Internal  Revenue 
Bureau  held  that  where  a  sale  made 
in  one  calendar  year  is  cancelled  in 
a  subsequent  calendar  year  and  the 
commissions  deducted  from  the  earn¬ 
ings  of  a  salesman  during  the  year 
of  cancellation,  such  commission  re¬ 
duction,  for  the  purpose  of  comput¬ 
ing  the  tax  imposed  by  Title  IX, 
constitutes  a  reduction  of  wages  of 
the  salesman  for  the  year  in  which 
the  services  were  performed,  not  the 
year  in  which  the  sale  is  cancelled. 

The  Bureau  recommends  that  an 
employer  under-  such  circumstances 
should  file  a  claim  for  credit  or  re¬ 
fund  of  the  tax  paid  on  the  com¬ 
mission  for  the  earlier  year.  The 
claim  would  be  made  out  in  accord¬ 
ance  with  Article  503  of  Title  IX. 

It  must  be  assumed  that  this  rul¬ 


ing  would  also  apply  to  Title  VIII. 

This  ruling  affects  salesmen,  in¬ 
side  or  outside,  who  are  paid  on  a 
commission  basis.  Please  note  this 
ruling  carefully  for,  if  a  sale  made 
in  1936  and  cancelled  in  1937,  is  not 
handled  as  above,  it  will  cost  the 
store  2%  more  in  tax,  1%  under 
the  Unemployment  Section  and  1% 
under  the  Old-Age  Benefits  Section 
of  the  Social  Security  Act. 

*  ♦  ♦ 

Sick  Pay  or  Benefits 

Under  a  recent  ruling  of  the  Bu¬ 
reau  of  Internal  Revenue  amounts 
paid  to  employees  as  sick  benefits 
from  the  funds  of  a  Mutual  Benefit 
Association  maintained  and  sup¬ 
ported  entirely  by  the  employees  are 
not  wages  and  are  not  subject  to  the 
tax  imposed  under  Title  VIII,  Old 
Age  Benefits  Section  of  the  Social 
Security  Act. 

This  ruling  is  a  corollary  to  Arti¬ 
cle  16  E  of  Regulations  91  which 
states,  “Amounts  deducted  from  the 
remuneration  of  an  employee  by  an 
employer  constitute  wages  paid  to 
the  employee  at  the  time  of  such  de¬ 
duction.”  Since  deductions  for  dues 
to  the  Mutual  Benefit  Association 
are  thus  taxed  it  is  only  reasonable 
to  rule  that  the  benefits  arising  from 
such  deduction  should  not  be  taxed. 


Resolution  on  Constitution  Sesquicentennial 

WHEREAS,  The  Congress  of  the  United  States  has  established  a  Commission 
known  as  the  “United  States  Constitution  Sesquicentennial  Commission”  to 
arrange  a  fitting  nation-wide  observance  of  the  150th  anniversary  of  the 
formation  of  the  Constitution  of  the  United  States,  and 

WHEREAS,  The  United  States  Constitution  Sesquicentennial  Commission  is 
authorized  to  prepare  plans  and  programs  for  the  adequate  celebration  of 
the  sesquicentennial  anniversary;  to  give  due  and  proper  consideration  to 
any  plan  or  plans  which  may  be  submitted  to  it;  and  to  take  such  steps  as 
may  be  necessary  in  the  coordination  and  correlation  of  plans  prepared  by 
the  various  State  Commissions,  or  by  bodies  created  under  appointment  by 
the  Governors  of  the  respective  States,  and  by  representative  civic  bodies,  and 

WHEREAS,  The  United  States  Constitution  Sesquicentennial  Commission, 
desiring  the  full  cooperation  of  the  people  of  the  United  States,  has  extended 
a  most  cordial  and  urgent  invitation  to  our  organization  to  participate  in  the 
celebration,  therefore  be  it 

RESOLVED,  That  the  National  Retail  Dry  Goods  Association  does  hereby 
endorse  the  program  of  observance  of  the  150th  anniversary  of  the  formation 
of  the  Constitution  of  the  United  States  to  be  observed  beginning  1937 ;  accept 
with  appreciation  the  invitation  of  the  United  States  Constitution  Sesquicen¬ 
tennial  Commission;  appoint  a  special  committee;  pledge  this  organization  to 
extend  cooperation  to  the  United  States  Commission  in  all  possible  ways  so  that 
our  members  may  acquire  a  knowledge  of  the  history  of  the  Constitution  of 
the  United  States;  and  unite  our  efforts  with  those  of  other  organizations 
for  the  enlightenment  of  the  whole  nation  and  the  stimulation  of  a  patriotic 
interest  in  our  immortal  Document. 

AND  BE  IT  FURTHER  RESOLVED,  That  this  resolution  be  incorporated 
in  the  official  proceedings  of  this  meeting,  and  that  a  copy  thereof  be  trans¬ 
mitted  to  the  United  States  Constitution  Sesquicentennial  Commission, 
Washington,  D.  C. 
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F.  Gable  Co. 


Chairman,  George  P.  Gable,  President,  The  Wni, 
Altoona,  Pa. 


again,  l)ecausc  some  employee  has 
not  performed  her  or  his  work 
effectively. 

“Adequate  salaries  and  a  substan¬ 
tial  training  program  will  not  in 
themselves  produce  the  added  sales 
necessary  to  offset  additional  costs,” 
Mr.  White  continued,  “careful  job 
analysis  is  a  prerequisite.  Each  posi¬ 
tion  in  the  store  should  be  analyzed 
in  terms  of  the  duties  to  be  per¬ 
formed,  circumstances  surrounding 
their  iJerformance,  qualifications 
needed  in  the  person  holding  the 
position.  Since  most  positions  in  any 
store  are  already  filled,  job  analysis 
also  means  a  review  of  jjresent  per¬ 
formance  to  see  what  can  l)e  changed 
in  order  to  increase  productive  time 
and  reduce  wastes.” 

Competition  in  Service 

On  the  subject  of  service  he 
stressed  the  fact  that  service  as  well 
as  price  has  become  a  vital  means  of 
comp>etition.  “Since,”  he  said,  “it 
is  probably  true  that  you  alone 
could  not  eliminate  or  reduce  your 
services  without  the  aid  of  other 
department  store  executives,  it  may 
be  equally  true  that  if  you  do  not 
agree  to  curtail  services  in  some 
fashion,  the  specialty  stores  will 
have  an  advantage  because  of  your 
higher  cost,”  because  they,  as  he 
had  pointed  out,  competing  among 
themselves  may  extend  much  less 
service  and  to  that  extent  be  able 
to  price  their  merchandise  lower 
than  department  stores  competing 
both  on  price  and  on  service. 

Discussing  the  development  of  in¬ 
terest  among  consumers  in  the  in¬ 
tricacies  of  business  generally  and 
retailing  specifically,  many  of  them, 
he  said,  understand  why  it  costs 
good  money  to  change  raw  materials 
into  a  finished  product  but  distribu¬ 
tion  costs  seem  to  be  just  so  much 
unnecessary  expense.  Retailing,  he 
said,  should  intelligently  advise  the 
consumer  of  the  reasons  for  the 
mark-up  on  merchandise  to  cover 
costs  of  distribution,  rather  than 
have  them  incorrectly  informed  by 
sources  antagonistic  to  the  retail 
trade. 

Speaking  of  legislation  as  it  affects 
retailing,  he  pointed  out  that  the 
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purpose  of  law  making  in  this  direc¬ 
tion  is  to  do  what  business  men  have 
not  been  able  to  do  for  themselves, 
but  legislation,  he  concluded,  “may 
intrtwluce  so  many  new  elements 
that  the  cure  is  no  better  than  the 
illness.  The  question  retailers  should 


Stressing  that  the  one  real 
reason  for  a  store’s  existence  is 
the  making  of  a  profit,  Mr.  Guber- 
man  pointed  to  the  “sizeable  loss” 
showing  of  the  ready-to-wear  divi¬ 
sion  “  as  a  most  important  reason 
why  the  average  store  in  1935,  a 
year  of  recovery  after  six  years  of 
losses  and  just  breaking  even,  could 
only  produce  a  profit  of  \.6%  of 
sales. 

Recognizing  that  the  way  to  a  bet¬ 
ter  store  profit  is  to  merchandise 
ready-to-wear  more  profitably,  es¬ 
pecially  dresses,  Mr.  Gulierman  in 
his  store  is  working  to  that  end.  Fig¬ 
ures  clearly  show,  he  went  on,  that 
the  smaller  stores  are  doing  much 
worse  with  ready-to-wear  depart¬ 
ments  than  the  larger  stores.  Fig¬ 
ures  show  that  in  women’s  dress 
department,  for  instance  “our  typical 
markdowns  were  21%,  a  figure  aw¬ 
ful  to  contemplate,  against  the  plen¬ 
ty  had  average  of  16.6%.”  Using  the 
term  “gettable”  to  mean  actual  fig¬ 
ures  being  attained  and  bettered  by 
a  sizeable  number  of  good  stores, 
he  went  on  to  emphasize  that  a 
gross  margin  in  the  dress  depart¬ 
ment  of  37.2%  is  gettable  as  com¬ 
pared  to  the  small  store  figure  of 
29.1%  and  the  average  store  figure 
of  32.5%. 

“I  am  firmly  convinced,”  he  said, 
“that  centralized  buying  and  stock 
control  is  the  only  possible  means 
for  selling  lower  priced  dresses  prof¬ 
itably.”  To  make  a  success  of  cen¬ 
tralized  buying,  Mr.  Guberman 
pointed  out,  the  merchant  must 
study  the  various  phases  and  the 
possibilities  of  operation  in  order 
that  he  may  contribute  to  its  success 
in  his  store.  Suggesting  that  small 
store  owners  study  the  methods  of 
centralized  buying  as  expressed  in 
leased  dejiartments.  which  most  small 
volume  stores  are  in  a  position  to  ob¬ 
serve  through  such  departments  in 
their  own  stores,  he  pointed  to  the 
millinery  department  as  one  which, 
leased  in  his  store,  was  making  an 
outstanding  success.  As  the  millin- 


ask  themselves  in  considering  new 
legislation  is  ‘how  is  the  consumer 
affected?’  If  he  could  not  see  defi¬ 
nite  advantages  in  it  for  the  con¬ 
sumer  he  should  conclude  that  there 
were  few,  if  any  advantages  in  it 
for  him.” 


ery  department,  he  said,  is  alx)ut  as 
hard  to  operate  as  a  dress  depart¬ 
ment  he  drew  the  conclusion  that 
chief  among  the  factors  for  the 
growth  of  the  millinery  department 
in  his  store  is  merchandising 
through  central  buying.  “I  fear,” 
he  continued,  “that  those  stores 
which  buck  this  strong  trend  wdll 
continue  to  do  less  and  less  ready- 
to-wear  business  at  greater  and 
greater  losses.” 

The  Department 'Selling  Manager 

Mr.  Guberman  laid  particular 
emphasis  on  the  job  of  selling  in 
the  store.  “Every  last  person  in  a 
good  store  organization,”  he  said, 
“know’S  he  is  there  for  the  one  pur- 
|X)se  of  selling  goods  at  a  profit.” 
“The  day  of  the  buyer  who  empha¬ 
sizes  only  the  buying  function,”  he 
stated  further,  “is  fast  passing.  I 
lielieve  the  existence  of  our  smaller 
volume  stores  depends  on  our  throw¬ 
ing  out  the  old  concept  of  the  buy¬ 
er’s  job  and  replacing  it  with  the 
idea  of  a  department  manager  who 
sees  his  or  her  job  as  securing  ac¬ 
cording  to  well  thought  out  plans 
the  merchandise  wanted  for  selling 
at  a  profit  and  then  following 
through  on  the  actual  selling.” 

In  Mr.  Guberman’s  opinion,  a 
sizeable  ready-to-wear  department 
should  l)e  run  by  a  department  man¬ 
ager,  preferably  a  woman,  and  a 
merchandiser,  preferably  a  man,  who 
can  work  out  the  problems  of  the  de¬ 
partment.  The  woman  should  be  a 
good  seller,  who  can  also  teach  oth¬ 
ers  to  sell.  He  advised  against  bur¬ 
dening  department  managers  with 
too  many  departments.  In  his  store 
he  found  by  concentrating  a  mana¬ 
ger’s  duties  on  fewer  departments, 
the  change  amply  paid  in  more  vol¬ 
ume  and  profit. 

.\ppraising  the  value  of  the  New 
York  buying  office,  he  said  “We  vit¬ 
ally  need  this  representation  regard¬ 
less  of  how  often  our  buyers  come 
to  the  market.”  Stores  should  in¬ 


sist,  as  a  matter  of  store  policy,  that 
their  people  work  with  the  New 
York  office  buyers,  constructively 
jxjinting  out  errors  when  they  oc¬ 
cur,  and  encouraging  them  occa¬ 
sionally  in  the  interest  of  the  store. 

“Establish  definite  standards  for 
your  people,”  Mr,  Guberman  went 
on.  “Tell  them  at  the  beginning 
of  a  season,  or  of  a  year,  what  you 
expect  of  them  in  the  way  of  volume 
increase,  profit,  etc.,  and  help  them 
during  the  year  to  attain  those  stand¬ 
ards,” 

Adequate  Markons 

Speaking  of  markons,  he  urged 
that  the  merchant  mark  his  mer¬ 
chandise  what  it  is  worth  to  his  cus¬ 
tomers  instead  of  automatically  pric¬ 
ing  it  according  to  a  fixed  percent¬ 
age  above  its  cost.  “Check  up  on 
the  way  your  goods  are  being  mark¬ 
ed  and  work  for  a  better  markon,” 
he  advised.  Speaking  of  the  ready- 
to-wear  departments  as  well  as  oth¬ 
er  divisions,  he  reminded  his  hearers 
tliat  an  “increase  in  the  initial  mark¬ 
on  of  just  1%  for  the  average  store, 
without  an  increase  in  markdowns 
or  expense  would  have  meant  an  in¬ 
crease  of  60%  in  net  profit  in  1935.” 

Discussing  markdowns,  Mr.  Gub¬ 
erman  said  that  the  lack  of  accurate 
timing  is  what  causes  most  mark- 
downs.  Consider  carefully,  he  urged, 
selling  peaks  in  each  department, 
and  peak  stocks  just  before  the 
selling  peak  is  reached.  In  ready- 
to-wear,  especially,  he  said,  the 
tempo  of  doing  business  is  slower 
than  that  of  the  chains  and  larger 
stores.  It  should  be  speeded  up,  he 
went  on.  “We  must  teach  our  ready- 
to-wear  people  that  each  day  is  im¬ 
portant;  that  a  suit  selling  season 
has  only  so  many  days  and  that  if  we 
are  to  sell  so  many  suits  at  a  profit, 
a  certain  number  must  be  sold  each 
day.”  Speaking  of  how  the  chains 
handle  re-orders,  he  pointed  out  that 
they  are  sent  in  Saturday  night  re¬ 
gardless,  “while  in  the  average  de¬ 
partment  store,  especially  the  small¬ 
er  ones,  the  orders  based  on  Sat¬ 
urday’s  successes  often  don’t  get 
off  until  Tuesday,  losing  precious 
days.” 

In  conclusion,  he  urged  merchants 
to  stick  to  fundamentals.  “Plan 
markdowns  and  take  them  as  you 
go  along  to  keep  stocks  clean ;  break 
your  sales  and  stock  records  down 
into  units;  buy  by  type  instead  of 
by  guess  and  concentrate  your  stocks 
around  the  best  selling  types.  Buy 
from  few  resources,  those  proven  to 
be  profitable  for  you.  Concentrate 
on  few  price  lines.” 


How  the  Small  Volume  Store  Can  Meet  Its 
Everyday  Problems 

By  Morris  Guberman,  General  Manager,  Meyers-Arnold  Co., 
Greenville,  S.  C. 
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Plans  for  Better  Results  from  Sales  Promotion  in  1937 

By  Paul  N.  Welsh,  Sales  Promotion  Manager,  W.  M.  Whitney  &  Co., 


Albany, 

IN  approaching  his  subject  Mr. 

Welsh  set  forth  Ten  Command¬ 
ments  for  more  successful  promo¬ 
tion  in  1937  for  smaller  volume 
stores : 

1.  Be  Whole  Store  Minded.  “It 
means,”  he  said  among  other 
things,  “that  the  name-plate  of  the 
company  at  the  top  or  bottom  of  our 
advertising  has  more  power  than 
anything  we  might  write.”  It  means, 
he  continued,  there  can  be  no 
favoritism  for  one  department  or 
another.  Every  piece  of  advertising 
must  dovetail  into  the  great  master 
ad  that  has  been  in  preparation  for 
years  in  the  past  and  which  will 
continue  to  be  set  for  years  to  come. 

2.  Plan  Advertising  Carefully.  At 
Whitney’s,  said  Mr.  Welsh  in  order 
to  be  sure  plans  are  carried  out  suc¬ 
cessfully,  merchandising  activities 
are  arranged  for  six  months.  This 
applies  to  setting  quotas,  making 
purchase  allotments  and  making  up 


N.  Y. 

general  procedure  for  the  period 
between  inventories.  Well  ahead  of 
the  first  of  the  month,  each  depart¬ 
ment  manager  is  supplied  with  a 
request  sheet,  on  which  is  given  the 
sales  of  previous  years,  as  well  as 
the  sales  quota  for  the  month  being 
planned.  To  conserve  the  time  of 
the  dej)artment  manager,  who  other¬ 
wise  would  have  to  go  over  back 
files,  to  the  request  sheet  is  attached 
a  note,  giving  the  successful  promo¬ 
tions  of  the  previous  year,  together 
with  store-wide  events  that  are 
jilanned  for  the  current  year,  such 
as  remnant  days,  dollar  days,  etc. 
This  prevents  department  promo¬ 
tions  being  planned  or  staged  on 
days  which  might  comjx'te  with  store 
wide  events.  When  these  sheets  are 
returned  to  the  advertising  depart¬ 
ment  after  a  few  days,  they  contain 
the  dates  when  certain  advertising 
is  requested — when  windows  are 
needed  to  promote  certain  events — 
“in  (>ther  words  it  is  the  department 


Current  Legislative  Trends 

(Continued  from  page  24) 


eral  program  will  eventually  be  at¬ 
tained,  if  not  in  one  form,  in  an¬ 
other. 

Under  his  fourth  heading.  Taxes, 
Mr.  Weil  pointed  out  that  Mr.  Pat¬ 
man  “has  proposed  a  Federal  tax 
on  such  interstate  business  as  will 
subject  mail  order  houses  to  sales 
taxes  for  state  benefit  and  which 
will  equalize  excise  taxes  that  are 
avoided  by  reason  of  the  interstate 
nature  of  the  transaction”.  Gener¬ 
ally  though,  Mr.  Weil  reported,  the 
tendency  toward  sales  taxes  of  dif¬ 
ferent  types  has  lessened.  “On  the 
other  hand”,  he  said,  “taxes  on 
chain  stores  seem  to  carry  an  in¬ 
creasing  popularity  and  license  tax¬ 
es  on  retail  stores  have  been  pro¬ 
posed  in  many  states.  There  is  little 
that  the  merchant  can  do  save  to 
lend  support  to  a  coordination  of 
taxing  systems  and  a  simplification 
of  administration.  It  would  be  in¬ 
credible  to  believe  that  the  present 
tax  laws  of  the  country  present  a 
scientific  approach  to  the  problem. 
They  are  nothing  more  than  an  in¬ 
termediate  stage  in  the  solution  of 
such  a  problem”. 

Having  thus  pointed  out  the  varie¬ 
ty  and  complexity  of  the  legislation 


affecting  retailing,  Mr.  Weil  indi¬ 
cated  that  the  wise  retailer  would 
solve  his  problem  by  keeping 
abreast  of  the  times  and  acting  only 
after  careful  and  judicious  consid¬ 
eration.  Condemning  those  persons 
who  ignore  the  handwriting  on  the 
wall,  he  said.  “Walter  Duranty,  in  a 
recent  article,  has  stated  that  it  is  evi¬ 
dent  that  restrictions  on  the  private 
use  of  money  grow  sharper  every 
day,  and  says :  ‘By  private  use  I  mean 
.  .  .  the  right  of  the  capitalist  to  use 
his  money  forh  is  own  advantage 
without  regard  to  social  interest’.” 

“If  these  tendencies  are  realized 
and  recognized”,  Mr.  Weil  went  on 
to  say,  “the  business  man  of  the 
country  will  offer  constructive  sup¬ 
port  rather  than  opposition  to  new 
legislation.  The  great  difficulty  in 
our  public  life  today  is  the  irrecon¬ 
cilable.  He  may  be  a  conservative 
or  he  may  be  a  radical,  but  he  sees 
no  viewpoint  save  his  own.” 

Mr.  Weil  concluded  with  a  call 
to  retailers,  as  the  representatives 
of  the  consumer,  to  see  that  the 
trend  of  legislation  is  guided  along 
the  channels  best  suited  to  the  pub¬ 
lic  good. 


managers’  plan  of  action  for  the 
month  being  planned.” 

“Every  member  of  our  organiza¬ 
tion,”  he  went  on,  “is  sold  on  the 
idea  that  departments  which  prcnluce 
the  most  volume  in  any  month  are 
entitled  to  the  lion’s  share  of  publici¬ 
ty  and  window  display.  We  select 
the  ten  most  important  ones  each 
month  and  this  information  too  goes 
to  each  and  every  department  mana¬ 
ger  so  that  everyone  fully  under¬ 
stands  why  the  completed  plan 
might  show  some  variation  from 
their  original  plans.  After  these 
sheets  are  all  collected,  we  write 
them  on  a  master  sheet  for  quick 
checking.”  After  checking  the  store’s 
promotion  plans  with  the  Calendar 
published  by  the  Sales  Promotion 
Division  of  the  N.R.D.G.A.,  he  said 
it  Ixcomes  then  only  a  simple  task 
to  list  the  advertising  day  by  day 
for  the  plan  book. 

3.  Cooperate  zoitli  Manufacturers 
Through  the  Buyers.  Mr.  Welsh 
emphasized  that  manufacturers  and 
their  agents  often  can  aid  materially 
in  making  sales  more  effective,  and 
suggested  that  advertising  managers 
and  others  might  often  find  it  to  the 
advantage  of  the  store  to  listen  to 
their  suggestions.  “They  gather 
many  ideas,”  he  said,  “as  they  travel 
about,  and  it  is  good  business  for 
buyers  and  advertising  people  alike 
to  listen  to  their  stories  for  ideas.” 

4.  Promote  Private  Brands. 
Prefacing  his  remarks  on  this  sub¬ 
ject  with  the  statement  that  this 
part  of  his  address  must  not  lx  con¬ 
strued  as  planning  against  nationally 
advertised  brands,  which  always 
will  be  to  the  front  in  department 
stores,  nevertheless,  he  stressed  the 
possibilities  in  private  brands  for 
producing  volume  and  profit.  He 
cited  the  experiences  of  his  store  in 
establishing  a  private  brand  of  ho¬ 
siery  and  mattresses.  The  name 
was  selected  with  care,  and  being 
associated  with  a  historical  place  in 
their  city  had  a  public  interest.  Both 
items  were  made  for  the  store  by 
well-known  manufacturers  to  the 
specifications  of  the  store.  Knowing 
the  quality  of  their  products,  and 
believing  in  the  special  values  they 
were  offering,  the  promotion  of  the 
mattresses,  which  was  especially 
timed  to  meet  the  January  buying 
impetus  in  bedding,  proved  an  ex¬ 
cellent  promotion.  “We  believe,”  he 
said  in  finishing  his  discussion  of 
this  subject,  “that  there  are  other 
items  in  other  departments  that 
might  well  be  exploited  in  the  same 
way  without  damaging  the  reputa- 
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tion  of  the  nationally  known  lines.” 

5.  Use  Signs  and  Plenty  of 
Them.  Urging  a  generous  use  of 
signs  throughout  the  store,  Mr. 
Welsh  declared  that  “people  do  con¬ 
sider  price  and  the  quicker  they  get 
an  answer  to  their  question  the  more 
likely  they  are  to  being  more  inter¬ 
ested  in  its  purchase.”  Speaking  of 
Whitney’s,  he  said  they  use  display 
signs  and  cards  at  all  strategic  points 
throughout  the  store  especially  to 
announce  special  promotions.  They 
use  Molil-lxjards  on  the  sides  of  de¬ 
livery  cars  which  have  a  great  cir- 
culatujii  at  a  nominal  cost — standard 
three  section  changeable  cards  on  all 
tables  and  counter  displays  describe 
the  merchandise  and  give  the  cus¬ 
tomer  the  price. 

6.  Plan  and  Spend  within  Your 
Budget.  Emphasizing  the  import¬ 
ance  of  keeping  within  the  budget, 
Mr.  W'elsh  said,  “If  your  budget 
for  a  given  month  is  $5000  and  you 
spend  $7000  you  might  have  in¬ 
creased  the  volume  slightly  and 
probably  the  profit  to  a  certain  ex¬ 
tent,  but  it  will  by  no  means  increase 
any  business  in  the  same  proportion 
that  you  increase  your  advertising 
bill.  A  balanced  store  operation  calls 
for  a  budget  and  a  budget  is  planned 
to  have  everything  work  out  all  right 
at  the  end  of  the  month — so  we  say, 
spend  the  money  allotted  to  your  de¬ 
partment  as  carefully  as  you  can  but 
do  not  oversjiend.” 

7.  Help  Educate  Salespeople. 
Commenting  on  the  fact  that  stores 
the  size  of  Whitney’s  do  not  usually 
have  a  i)ersonnel  director,  he  re¬ 
lated  an  experiment  they  made 
which  might  well  be  used  as  a  basis 
of  training  in  such  stores.  Divid¬ 
ing  the  salesforce  into  four  equal 
groups,  Whitney’s  held  meetings  in 
the  mornings  from  9  to  9:30  each 
morning  from  Monday  through 
Thursday,  which  were  addressed  by 
a  diflferent  executive  or  department 
manager  each  week.  The  speaker 
discussed  his  or  her  work  in  the 
store  operation  or  described  in  de¬ 
tail  the  manufacture  of  one  or  more 
items  from  their  stocks.  The  man¬ 
agers  carried  on  research  work 
ahead  in  order  to  have  available 
complete  information  relating  to  the 
merchandise  discussed,  and  the 
meetings,  Mr.  Welsh  said,  were 
particularly  helpful  to  the  salespeo¬ 
ple. 

8.  Create  Goodwill  and  Publicity. 
Department  stores,  he  pointed  out, 
are  really  a  part  of  the  community 
and  the  residents  look  to  them  to  in¬ 
terest  themselves  in  every  movement 


for  the  betterment  of  the  communi¬ 
ty  in  which  they  are  located.  “Stores 
of  our  size,”  he  said,  “should  be  rep¬ 
resented  in  such  organizations  as 
the  Chamber  of  Commerce,  Mer¬ 
chants  Bureau,  Better  Business  Bu¬ 
reaus,  Community  Chests,  etc.” 
Every  chance  too  should  be  grasped 
by  store  executives  to  contact  fel¬ 
low  citizens  and  make  friends  for 
the  store.  “It  is  one  of  the  best 
methods  we  can  use  to  retain  that 
prestige  and  contact  with  our  pub¬ 
lic  to  offset  some  of  the  unwelcome 
competition  which  is  growing  steadi¬ 
ly  in  every  community.” 

9.  Avoid  All  Schemes  and  Rack¬ 
ets.  Mr.  Welsh  cautioned  against 
iK'ing  rushed  into  promotion  schemes 


MISS  LIES  devoted  her  address 
to  the  human  relations  aspects 
of  management.  Store  systems  and 
techniques  are  as  vital  as  ever,  she 
said,  and  the  merchant  who  lets  his 
operating  job  continue  the  same  way 
year  after  year — or  even  week  after 
week  without  examining  it  critical¬ 
ly  is  just  cutting  his  net  profit 
through  laziness  or  lack  of  enter¬ 
prise.  But  what  the  merchant  should 
study  is  how  to  make  use  of  what 
he  knows.  How  to  employ  these 
facts  to  make  better  store  managers, 
buyers,  assistant  buyers,  salespeople, 
better  display  and  advertising — in 
consequence,  bigger  profits.  The 
time  has  arrived.  Miss  Lies  said  for 
store  managers  to  find  out  what  the 
members  of  the  store  family  really 
are  like,  where  their  talents  lie,  and 
how  they  can  be  brought  out  for 
their  greater  satisfaction  and  the 
store’s  greater  profit.  “We  may  have 
disregarded  the  whole  problem  of 
human  relations  during  the  depres¬ 
sion,”  Miss  Lies  pointed  out,  “and 
considered  time  spent  on  this  prob¬ 
lem  by  training,  welfare  and  mer¬ 
chandise  people  as  unnecessary  ex¬ 
pense.  But  we  can’t  any  more.” 

Explaining  that  when  she  speaks 
of  human  relations  she  means  as 
well  as  the  salesperson,  those  rela¬ 
tions  with  the  customer  which  are 
developed  through  advertising  dis¬ 
play,  credit  office  and  actual  con¬ 
tact  within  the  store.  “I  mean,”  she 
went  on,  “giving  it  all  the  personali¬ 
ty  of  a  person,  so  that  when  your 
customer  thinks  of  it  her  instant  re¬ 
action  has  the  warmth  and  actual 


offered  by  outside  promoters.  “Take 
a  little  more  time,”  he  said,  “to 
think  before  you  buy.” 

10.  And  by  All  Means  to  Thine 
Oum  Self  Be  True.  If  the  advertis¬ 
ing  manager  follows  this  last  com¬ 
mandment,  Mr.  Welsh  predicted 
that  sales  promotion  will  be  far  bet¬ 
ter  in  1937.  “We  like  to  think  of 
our  job  at  Whitney’s,”  he  concluded, 
“as  a  service  department — ^advertis¬ 
ing  and  sales  promotion  work  in  de¬ 
partment  stores  of  our  size  are  real¬ 
ly  departments  which  dispense  pro¬ 
fessional  service.”  “Be  yourself,”  he 
said  finally.  “Know  your  place  in 
your  organization.  Avoid  putting 
people  in  their  places  and  telling 
everyone  where  to  get  off.” 


feeling  she  might  have  for  a  friend.” 

Miss  Lies  laid  particular  emphasis 
on  the  natural  advantage  the  small¬ 
er  volume  store  has  in  this  direction 
by  calling  attention  to  the  efforts  by 
the  big  stores  to  impress  the  cus¬ 
tomer  with  the  lengths  they  have 
gone  to  to  provide  them  with  all 
the  “advantages  of  a  small  shop.”  In 
doing  this,  the  big  stores  often  state 
in  their  advertising  that  theirs  is 
not  a  big  store,  but  rather  a  whole 
array  of  small  shops  individually 
managed  by  buyers  who  have 
learned  to  know'  customers’  individ¬ 
ual  needs  and  preferences,  that  sales¬ 
people  too  are  trained  not  only  to 
give  courteous  service,  but  actually 
to  help  customers  make  selections, 
etc.,  etc. 

Listing  other  advantages  inher¬ 
ently  belonging  to  the  small  store, 
Miss  Lies  continued  as  follows : 

“Customer  gets  easily  from  one 
department  to  another.  (In  large 
stores  this  is  sometimes  as  difficult 
as  shopping  in  different  stores.) 

“Customer  necessarily  passes 
many  departments  in  smaller  store 
— greater  chance  for  multiple  sell¬ 
ing. 

“Personal  contact  with  top  man¬ 
agement. 

“Salesclerk  can  sell  in  more  than 
one  department  without  upsetting 
store  organization  and  system. 

“What  are  some  of  the  advan¬ 
tages  in  employee  relationship? 

“Less  strata  of  organization.  Can 
delegate  responsibility  in  direct  line 
with  ability,  and  shift  and  train  to 


Management  Problems  of  the  Smaller  Volume  Store 

By  B.  Eugenia  Lies,  General  Manager,  Gross-Strauss  Co., 
Worcester,  Mass. 
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maximum  efficiency  in  a  variety  of 
departments.  In  constant  and  di¬ 
rect  contact  with  employer — not  tiny 
cog  in  tremendous  wheel. 

“In  my  opinion  the  small  store 
owner  can  make  the  most  of  these 
natural  advantages  in  three  ways : 
1.  By  store  owner  or  general  mana¬ 
ger  analyzing  himself.  2.  By  prop¬ 
erly  using  the  tools  of  the  big  store 
specialist.  3.  By  humanizing  cus¬ 
tomer  and  employee  contacts.” 

Discussing  the  multiple  duties  as¬ 
sumed  by  the  average  small  store 
manager,  Miss  Lies  declared  that 
“no  one  on  earth  can  be  an  excellent 
merchandise  manager,  and  a  bril¬ 
liant  publicity  director,  and  a  top 
notch  personnel  manager,  and  a  wiz¬ 
ard  at  finance.”  Obviously,  she 
said,  he  should  determine  where  his 
greatest  talent  lies  and  select  assist¬ 
ants  to  supplement  his  qualifications. 


instead  of  trying  to  do  well  all  of 
these  himself. 

Every  tool  of  the  specialist  should 
be  available  to  the  manager  and  his 
assistants,  she  said,  and  no  matter 
how  small  the  store  it  should  bene¬ 
fit  from  the  use  of:  1.  unit  mer¬ 
chandise  controls ;  2.  weekly  mer¬ 
chandising  statistics:  3.  controls  of 
receiving,  delivery,  and  accounts  re¬ 
ceivable  ojierations :  4.  personnel  in¬ 
ventory  ;  5.  well-developed  routine 
for  semi-annual  inventory  taking ; 
6.  flexibility  in  store  layout  and  per¬ 
sonnel  to  meet  peaks  and  valleys 
in  business. 

And  last.  Miss  Lies  concluded, 
the  small  store  can  cash  in  on  its 
natural  advantages  "by  making  the 
most  of  what  your  store  has  that 
the  big  ones  covet  —  the  human 
touch.  Take  your  salespeople,  tell 
them  the  history  of  your  store.  Tell 
them  the  merchandise  standards  and 


the  iKjlicies  you’ve  labored  to  estab¬ 
lish.  Store  owners  are  always  sur¬ 
prised  to  find  old  customers  who 
don’t  know  them.  How  much  more 
surprised  if  they  realize  their  own 
people  don’t  know  them  ?  'I'hey 
shouldn’t  be.  The  store  owner  has 
probably  kept  them  bottled  up  in  his 
own  head.  Make  every  em])lovee 
feel  that  here  in  this  store  lies  his 
lK)ssibility  of  success.  Instill  the 
feeling  of  joint  enterprise  so  that 
the  whole  tone  of  your  advertising 
and  displays  will  be  characteristic — 
not  just  presentations  any  store 
might  make,  but  of  those  that  make 
your  store  unique. 

“There  was  never  a  merchant  so 
shrewd  at  making  bargains,  so  wise 
at  finance,  so  clever  at  presenting  his 
wares  that  he  can  succeed  without 
the  confidence  and  loyalty  of  both 
the  people  that  work  for  him  and 
buv  from  him.” 


•  Vendor  Relations  • 
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Vendor  Relations  from  the  Standpoint  of  Retailing 

By  B.  Earl  Puckett,  President,  Allied  Stores  Corporation 


Mr.  PUCKETT  compared  the 
present  day  situation  with  the 
splendid  personal  relations  be  ¬ 
tween  manufacturers  representatives 
and  the  merchant  which  existed  years 
ago,  and  the  limitations  of  that  way 
of  doing  business.  “In  many  cases”, 
said  Mr.  Puckett,  “a  buying  office 
consisted  of  a  manager,  whose  chief 
qualifications  was  a  wide  acquaint¬ 
anceship  among  merchants.  Trade 
papers  were  few  and  far  between. 
The  merchants  opportunity  to  keep 
in  touch  with  happenings  in  the 
markets,  and  even  his  opportunity 
to  increase  his  own  knowledge  of 
the  merchandise  he  was  buying  and 
selling  was  confined  largely  to  his 
contacts  with  manufacturers  repre¬ 
sentatives.  ...  If  a  merchant  of 
that  day  had  some  problems  with 
his  shoe  department,  let  us  say,  he 
did  not  send  for  the  divisional  mer¬ 
chandise  manager  of  shoes,  the  store 
stylist,  the  unit  control  analyst,  the 
controller,  and  the  sales  promotion 
manager.  The  reason  he  did  not 


was  because  he  had  no  such  people. 

“He  did  not  even  do  the  thing 
you  and  I  do  every  day  as  a  matter 
of  course,  when  faced  with  a  similar 
problem — that  of  contacting  fellow 
members  of  our  particular  group,  or 
the  central  office,  for  advise  and 
guidance.  He  couldn’t.  He  didn’t 
have  any  such  close  affiliations.” 

After  giving  a  review  of  the  pic¬ 
ture  as  it  once  was,  Mr.  Puckett 
traced  the  changes  that  have  neces¬ 
sarily  affected  personal  contacts, 
needs,  interests,  and  responsibili¬ 
ties,  and  he  said  we  should  evalu¬ 
ate  properly  the  natural  effects  of 
such  changes.  These  fundamental 
changes  —  newspapers,  magazines, 
pictures,  radio  and  all  the  other  fac¬ 
tors  have  influenced  or  dictated 
changes  in  our  methods.  The  prob¬ 
lem  of  seasonal  fashion  changes  hav¬ 
ing  evolved  into  weekly,  daily  or 
hourly  changes  has  made  it  neces¬ 
sary,  for  the  merchant  now  comes 
to  the  market  daily — through  his 
resident  buying  offices. 


Mr.  Puckett  pointed  out  the  ef¬ 
fects  of  these  fundamental  changes. 
Harmful  effects,  he  accredited  most¬ 
ly  to  misunderstandings  on  the  part 
of  some  interested  and  affected  per¬ 
son.  In  speaking  of  strained  n-l;;- 
tion  between  buyer  and  seller,  he 
said  that,  “The  common  interest  l)e- 
tw'een  retailers  and  their  sources  re¬ 
mains  unimpaired,  aMiough  it  is 
sometimes  difficult  even  to  remem¬ 
ber  this  very  simple  and  obvious 
truth  when  a  retailer,  a  manufactur¬ 
er  or  a  buying  office  executive  Ix;- 
comes  embroiled  in  the  discussions, 
controversies  and  arguments  regard¬ 
ing  the  rights  and  prerogatives  of 
each.” 

He  stressed  the  great  significance 
of  the  modern  tendency  toward 
“class  thinking”.  That  a  man  with¬ 
out  a  job  today  is  no  longer  just 
unemployed,  but  is  a  member  of  the 
“.\rmy  of  the  Unemployed”  and 
class  thinking  coupled  w'ith  the 
misunderstandings  resulting  from 
changes  in  methods  and  politics,  lie 
at  the  root  of  all  of  our  difficulties. 
In  1937,  he  pointed  out,  the  retail¬ 
er’s  problem  is  no  longer  an  indi¬ 
vidual  one,  and  it  is  possible  that  it 
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may  Ix-come  a  class  struggle  before 
it  is  ended  with  retail  and  wholesale 
organizations,  each  asserting  that 
their  j)articular  industries  are  fight¬ 
ing  for  their  lives  and  the  livelihood 
of  their  millions  of  employees. 

Mr.  Puckett  urged  that  now  is  the 
time  to  l)e  less  motivated  by  class 
l)rejudices  and  more  interested  in 
princii)Ie,  less  in  petty  detail  and 
to  be  more  self  disciplined  and  less 
fault  finding.  ‘‘There  can  never  be 
an  identical  interest,”  he  said,  ‘‘as 
between  the  buyer  and  the  seller  as 
to  quality  at  a  given  i)rice.  or  i)ut- 
ting  it  the  other  way  around,  the 
price  for  a  given  quality.  It  is  well 
that  such  is  the  case.  This  point  of 
conflict  of  interest  is  good  both  for 
the  retailer  and  the  manufacturer. 
It  is  a  result  of  this  pressure  from 
which  all  imi)rovement  springs.  It 
would  lx?  a  very  hum-drum  exist¬ 
ence  and  we  would  all  die  of  dry-rot 
if  this  pressure  were  removed. 

In  a  few  words  directed  to  the 
manufacturers.  Mr.  Puckett  said 
‘‘Retailers  still  want  to  sell  a  lot 
of  gO(xls.  They  want  to  worse  than 
they  ever  did  before,  as  is  evidenced 
hy  their  willingness  to  operate  on  a 
fraction  of  the  net  profit  i^er  cent  of 
those  olden  days.  Retailers  at  a  con¬ 
siderable  cost  to  themselves  have 
come  to  the  principle  markets  so 
that  they  can  work  more  effectively 
with  you.  Instead  of  traveling  a 
few  salesmen  at  your  expense,  the 
retailer  has  made  it  ixissible  for 
von  to  contact  tiersonally  practical¬ 
ly  every  store  in  the  country  in  a 
few  hours  at  the  most  .  .  .  We  still 


have  our  many  mutual  interests.  Our 
problem  of  totlay  is  not  confined 
to  the  ojieration  of  our  de\)artments. 
We  have  the  problem  of  readjust¬ 
ment  and  of  eliminating  misunder¬ 
standings.  Can’t  we  have  a  mutual 
resiK)nsibility,  as  it  is  a  mutual  re- 
sixansibility  that  holds  jx;ople  to¬ 
gether  after  they  have  l)een  brought 
together  by  a  mutual  interest  ?  Can’t 
this  mutual  resixinsibility  l)e  that  of 
making  new  metluxls  work  most 
effectively  for  all  concerned.” 

To  the  retailer,  Mr.  Pluckett  had 
this  to  .say. 

‘‘Our  mutual  interest  with  the 
manufacturer  still  exists  ...  It  is 
simply  our  metluxls  of  contact  that 
have  changed  .  .  .  Our  people  see 
him  more  often  ...  If  you  see  that 
these  resident  office  contact  people 
appreciate  how  much  the  manufac¬ 
turer  means  and  has  meant  to  you, 
and  see  that  they  realize  that  it  is 
on  them  that  these  mutual  interests 
and  mutual  resix)nsibilities  of  re¬ 
tailers  and  manufacturers  f(x:us — if 
you  do  these  things,  a  l)etter  rela¬ 
tionship  will  surely  result.” 

To  the  resident  buying  executive, 
Mr.  Puckett  said,  ‘‘Your  resjK)nsi- 
bility  in  this  situation  is  great  in¬ 
deed.  You  occujiy  a  focal  jioint  .  .  . 
You  do  represent  the  retailer.  You 
cannot  rejiresent  him  adequately, 
however,  unless  at  times  you  also 
represent  the  manufacturer.  It  is 
your  job  to  find  out  how  you  can 
most  effectively  help  the  manufac¬ 
turer  in  a  way  to  further  the  joint 
interests  of  the  manufacturer  and 
your  employer,  the  retailer.” 


The  Problem  of  Imjtroving  Relations  Between 
Retailers  and  Vendors 

By  Frederic  A.  Williams,  President,  Cannon  Mills,  Incorporated 


[FOLLOWING  Mr.  Puckett’s 
s|x*ech  on  ‘‘Vendor  Relations”. 
Frederic  .\.  Williams.  President  of 
Cannon  Mills.  Incorporated  gave  his 
views  on  “The  Problem  of  Improv¬ 
ing  Relations  Between  Retailers  and 
Vendors.” 

Mr.  Williams  said  that  as  recent¬ 
ly  as  six  or  seven  years  ago.  Can¬ 
non  Mills  seriously  considered  dis¬ 
continuing  their  efforts  to  sell  de¬ 
partment  stores  liecause  of  the  sell¬ 
ing  costs  entailed.  He  said  they  con¬ 
templated  only  filling  such  orders 
as  were  offered,  but  they  had  the 
problem  on  their  hands  of  the  many 
letters  which  had  come  in  to  them 
due  to  magazine  advertising  from 
women  throughout  the  country  who 
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wished  to  know  where  Cannon 
towels  could  lie  purchased.  The  only 
answer  to  that,  he  continuefl,  is  at 
the  department  stores,  so  it  was  con¬ 
cluded  that  instead  of  curtailing  the 
solicitation  of  department  store  l)usi- 
ness  they  would  increase  their  ef¬ 
forts  for  this  business. 

Closer  cooperation,  Mr.  Williams 
believes  can  be  brought  alxiut  if 
stores  would  abandon  the  rather 
general  practice  of  maintaining  at  all 
times  the  same  fixed  standard  prices. 
To  quote,  “It  seems  to  me  that 
maintenance  of  standard  qualities  is 
more  important  and  you  can’t  do 
both  in  a  shifting  market. 

“Within  the  past  week  the  buyer 
of  one  of  America’s  leading  stores 


(and  it  was  not  in  Newark)  which 
for  five  years  has  bought  large  quan¬ 
tities  of  a  stocking  from  us  and  sold 
them  at  69  cents,  informed  us  he 
would  have  to  discontinue  them  if 
he  could  not  continue  selling  at  the 
same  figure.  I  think  if  I  ran  that 
store  I  would  continue  to  give  my 
customers  the  quality  they  had  come 
to  expect  from  me  and  ask  them  to 
pay  the  necessary  few  cents  more 
instead  of  my  seeking  out  an  in¬ 
ferior  number  in  order  to  maintain 
the  established  price. 

“Many  stores,  for  instance,  ap- 
jiear  to  feel  that  they  can  sell  towels 
and  sheets  only  at  certain  prices, 
usually  ending  with  the  digit  nine. 
It  is  my  opinion  that  it  is  more  im¬ 
portant  to  offer  the  average  woman 
a  towel  that  she  can  take  a  decent 
bath  with  than  to  offer  her  some¬ 
thing  at  29  cents;  more  imix)rtant, 
and  in  the  long  run,  more  profitable 
to  sell  her  a  sheet  long  enough  to 
cover  her  mattress  than  to  assume 
that  she  must  have  something  at  99 
cents. 

“.  .  .  It  seems  to  me”  he  said 
further  on.  “that  I  would  lie  careful 
to  offer  the  iniblic  goods  of  a  quali¬ 
ty  unworthy  of  my  store’s  name; 
and  that  when  dealing  with  a  reli¬ 
able  source,  one  who  takes  pride  in 
the  maintenance  of  quality  stand¬ 
ards.  whose  deliveries  are  made  on 
time  and  whose  shipments  are  as 
good  as  his  samples,  who  exjxjcts  to 
be  in  business  ne.xt  year  and  the 
year  after,  then  I  would  try  to  make 
my  account  w'orth  while  to  such  a 
source  in  the  hope  that  by  doing  so 
I  ct)uld  reasonably  expect  closer  co- 
(qjeration  from  him. 

“I  sin)pose  when  we  take  the  time 
to  think  alxxit  it,  all  of  us  recog¬ 
nize  that  there  is  only  one  real  cus¬ 
tomer  involved  in  the  entire  distri¬ 
butive  picture  and  I  mean,  of  course, 
the  consumer.  All  of  the  other  ele¬ 
ments  are  merely  processes  and  not 
separate  enterprises.  So,  in  a  real 
sense,  if  I  am  a  manufacturer  and 
you  are  a  retailer,  we  are  partners 
and  good  partners  do  not  fight.  On 
the  contrary,  we  should  be  closely 
cooperating  in  making  our  bid  for 
the  public’s  favor.  If,  as  a  result  of 
our  combined  efforts  we  bring  to 
the  public  a  thing  it  likes  and  which 
gives  it  service,  at  a  price  it  can 
afford  to  pay,  then  we  have  both 
profited  and  what  is  of  equal  or 
greater  im|X)rtance.  have  added 
something  to  our  good  will  account 
— and  speaking  of  good  will:  I  was 
interested  to  read  some  time  ago  that 
it  was  the  now  much  discussed  Su¬ 
preme  Court  of  the  United  States. 
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which,  in  ruling  on  a  case  some 
years  ago,  defined  good  will  as  the 
disposition  of  a  satisfied  customer 
to  return  to  the  place  where  he  has 
been  well  treated. 

.  Therefore,  regardless  of  the 
excellence  of  his  product  or  the 
power  of  his  advertising,  the  manu¬ 
facturer  has  no  alternative  but  to 
depend  on  the  retailer. 

“When  the  dealer  fails  to  follow 
through  and  do  a  proper  job  by 
carrying  adequate  stocks  of  mer¬ 
chandise  for  which  there  is  an  estab¬ 
lished  demand,  it  simply  means  that 
the  manufacturer  is  not  properly 


WITH  the  opening  statement, 
tliat,  “Recovery  has  come,  but 
the  Price  Problem  still  remains, 
and  is  just  as  important  today  as 
it  ever  was,”  Jay  D.  Runkle  of 
Marshall  Field  &  Company  em¬ 
phasized  how  very  important  that 
problem  is. 

“Here  we  have  the  two  contrary 
thoughts  in  the  minds  of  men — to 
buy  as  cheaply  as  possible  those 
things  we  want  to  buy,  and  to  sell 
as  dearly  as  possible  those  things 
we  produce  or  have  to  sell.”  said 
Mr.  Runkle,  “and  to  complicate  mat¬ 
ters,  it  is  seldom  that  the  same  in¬ 
dividual  wants  or  needs  to  buy  any 
considerable  proportion  of  the  things 
he  produces.  On  the  other  hand,  the 
producer  usually  buys  few  or  none 
of  the  things  he  helps  to  produce,  so 
he  has  a  small  interest  in  the  con¬ 
sumer.  ...  It  is  questionable  if  any¬ 
one  knows  about  the  true  character 
of  prices  to  say  that  lower  prices 
cause  depressions,  or  that  higher 
prices  bring  back  prosperity.” 

Study  of  Pricing  and  Price  Labels 
Competition  in  Ideas 

Mr.  Runkle  stated  further  that  he 
believed  that  business  men  and  in¬ 
dustrial  men  should  take  the  leader¬ 
ship  in  setting  up  a  research  insti¬ 
tution  of  the  magnitude  and  of  the 
impartiality  this  problem  warrants, 
and  that  the  problems  of  prices  and 
pricing  must  be  approached  from 
two  different  angles ;  first,  that  con¬ 
sideration  must  be  given  to  tbe  pric¬ 
ing  problems  of  individual  commodi¬ 
ties  ;  second,  study  must  be  made  of 
the  problems  involved  in  general 
price  levels  and  the  relationships  of 
various  price  fields.  He  also  stated 
that  the  elements  of  costs  that  go  to 
make  up  the  prices  in  various  in- 


represented  in  that  community  and 
the  public  buys  fewer  of  those  goods 
than  it  could  well  use  and  pay  for. 

“Now  if  it  is  correct  that  the  in¬ 
terests  of  the  dealer  and  his  source 
are  well  nigh  inseparable,  and  since, 
therefore,  they  must  live  together, 
why  should  they  not  dwell  harmo¬ 
niously  ? 

Why  should  they  not  think  to¬ 
gether,  plan  together  and  act  to¬ 
gether  ? 

“And  if  the  trinity  of  manufac¬ 
turer,  dealer  —  and  the  consumer 
don’t  all  make  a  profit,  then  the 
business  is  not  on  a  sound  basis.” 


dustries  and  commodities  should  be 
studied  so  that  we  may  all  have  a 
better  understanding  of  these  ele¬ 
ments,  the  relative  importance  of 
each,  and  their  effect  on  the  general 
price  structure. 

“Many  buyers  during  the  depres¬ 
sion,”  he  went  on,  “and  even  now 
have  the  idea  of  increasing  volume 
through  price  reductions.  In  some 
cases  it  works,  but  in  other  cases  it 
simply  results  in  decreased  volume 
and  no  profits.  Some  buyers  are  say¬ 
ing  now  that  they  will  not  increase 
prices,  but  the  really  smart  buyers 
welcome  the  opportunity  to  increase 
their  volume  and  profit  possibilities 
in  a  market  where  prices  are  show¬ 
ing  evident  improvement.  Now  they 
can  sell  more  items  and  at  slightly 
higher  prices,  which  will  do  won¬ 
ders  for  volume  and  profits.  Some 
say  that  they  are  protecting  con¬ 
sumers  by  resisting  price  increases. 
Well,  we  should  all  be  interested  in 
protecting  consumers,  for  we  all  be¬ 
long  to  that  class  of  citizens.  No 
one  in  his  right  senses  believes  that 
too  rapid  or  unwarranted  price  rise 
is  sound.  But  on  the  other  hand,  no 
one  in  his  right  mind  can  expect  to 
cover  all  the  rising  labor  and  ma¬ 
terial  costs  in  some  lines  of  mer¬ 
chandise  without  having  a  part  of 
this  rise  absorbed  by  increased  prices 
to  purchasers.  It  should  lie  pointed 
out  here  that  prices  do  not  and 
should  not  rise  evenly.  Even  in  the 
fields  of  textiles,  certain  grades  and 
kinds  of  textiles  rise  more  rapidly 
than  others.  But  to  create  the  im¬ 
pression  in  the  mind  of  the  buying 
public  that  there  should  be  no  price 
increases  is  absolutely  dangerous. 

“In  talking  about  prices  we  must 
keep  in  mind  that  there  are  many 
different  price  situations  to  consid¬ 


er.  There  are  prices  of  raw  mater¬ 
ials  of  various  kinds,  wholesale 
prices  of  manufactured  goods,  and 
retail  prices.  Price  movements  up¬ 
ward  are  almost  invariably  started 
in  the  raw  material  markets.  Later 
costs  and  prices  of  manufactured 
goods  go  up,  and  then  finally  the 
retail  market  is  affected  last.  The 
retail  trade,  consumers,  have  not 
felt  the  full  impact  of  some  of  the 
price  increases  in  the  raw  materials 
market.  But  a  part  of  these  in¬ 
creased  costs  as  already  indicated 
should  be  absorbed  by  increased 
economies  accruing  from  increased 
volume  due  to  better  business  gen¬ 
erally. 

“Another  of  the  major  fallacies 
in  our  thinking  is  in  our  thinking 
about  competition.  Most  of  our 
thinking  about  competition  goes  into 
thinking  about  prices,  just  prices.  It 
is  my  belief  that  our  competitive 
thinking  should  be  put  on  a  much 
higher  plane.  It  should  be  put  on  a 
more  creative  basis  and  less  on  a 
destructive  basis.  We  should  think 
less  of  prices  and  more  of  ideas,  less 
of  imitation  and  more  of  imagina¬ 
tion.  If  we  tried  more  to  beat  com¬ 
petitors  in  ideas  and  alertness  rather 
than  in  trying  to  beat  their  prices 
we  should  all  do  far  better  for  our¬ 
selves.” 

“Extreme  price  competition  in  the 
lower  price  brackets  has  led  us  into 
merchandising  practices  which  are 
open  to  serious  question.  I  refer  to 
the  common  practice  of  taking  ab¬ 
normally  high  markups  on  better 
merchandise  to  make  up  the  losses 
on  the  highly  competitive  lower- 
priced  articles. 

“Another  much  debated  question 
is  that  of  price  maintenance.  It 
seems  simple  and  fundamental  that 
the  best  kind  of  price  maintenance 
comes  from  those  firms  which  de¬ 
termine  their  own  policies  soundly 
and  then  show  strength  of  charac¬ 
ter  in  maintaining  the  standards 
they  have  set  up  for  themselves.  I 
have  noticed  that  the  firms  which 
do  set  their  own  standards  and  then 
stand  squarely  behind  them,  are  the 
ones  which  continue  in  business  and 
prosper.” 

Concluding,  Mr.  Runkle  said: 
“Business  needs  salesmen  in  every 
field  who  have  the  vision  and  alert¬ 
ness  to  sell  merchandise  on  its  own 
merit.  Anyone  can  sell  goods  at  no 
profit,  but  it  takes  real  men  and 
women  to  sell  goods  at  a  profit  to 
the  workers,  to  the  management,  to 
the  stockholders  and  to  the  purchas¬ 
ers  alike.” 


The  Scientific  Approach  to  Pricing  and  Prices 

By  Jay  D.  Runkle,  Marshall  Field  &  Company,  Chicago,  Ill. 
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e  rchandising 


The  Merchandising  Division 
in  1937 

EARNESTLY  solicit  the  support  of  all  members 
of  the  Merchandising  Division  of  the  NRDGA  to 
help  make  1937  a  banner  year  for  accomplishment. 
Business  conditions  have  changed  considerably  in 
the  past  two  or  three  years,  and  we  must  throw  com¬ 
pletely  into  the  discard  many  of  the  policies  that 
were  so  necessary  during  the  late  years  of  the  depres¬ 
sion.  The  Merchandising  Division  must  assume  an 
aggressive  policy  toward  the  many  vital  problems 
facing  us.  We  must  play  an  important  part  in  helping 
shape  that  portion  of  the  proposed  NRDGA  platform 
which  has  to  do  particularly  with  vendor  relations  and 
consumer  relations.  We  must  approach  these  problems 
with  an  open  mind  and  with  the  realization  that 
there  are  two  sides  to  every  argument.  We  must 
clearly  indicate  to  our  manufacturer  friends  that  we 
are  exceedingly  anxious  to  work  out  methods  of  pro¬ 
cedure  that  will  be  of  mutual  benefit;  and  we  must 
convince  the  consuming  public  that  we  intend  to 
make  rapid  strides  toward  a  better  understanding  of 
their  needs  and  desires,  and  a  more  intelligent  and 
efficient  fulfillment  of  our  obligation  toward  them. 

The  Merchandising  Division  expects  to  participate 
actively  in  the  Association’s  Convention  this  summer, 
and  throughout  the  year  in  many  special  committees 
will  endeavor  to  do  constructive  work  along  the  lines 
of  special  problems  having  to  do  with  every  phase  of 


Harold  W.  Brichtman 


merchandising.  With  the  assistance  of  our  experi¬ 
enced  manager,  Mr.  T.  L.  Blanke,  and  the  active  co¬ 
operation  of  an  excellent  Board  of  Directors,  your 
Chairman  will  devote  his  efforts  to  making  the  Asso¬ 
ciation  of  increased  value  to  the  merchandising  di¬ 
visions  of  all  our  retail  store  members,  no  matter 
how  large  or  how  small.  The  suggestions  and  criti¬ 
cisms  of  individual  members  are  cordially  solicited 
to  enable  us  to  do  a  really  outstanding  job. 

— Harold  W.  Brightman 
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•  Merchandising  Ready-to-Wear  • 

(Merchandising  Sessions  summarized  by  B.  Judelle,  Merchandising  Division) 


Chairman,  George  M.  Bersch,  Merchandise  Counsellor, 
Ready-to-Wear,  L.  Bamberger  &  Co.,  Newark,  N.  J. 


Adjusting  Departmental  Set-Up  to  Avoid  Loss  of  Sales 

By  Rose  A.  Glemby,  President,  Mutual  Buying  Syndicate,  Inc., 
New  York,  N.  Y. 


For  some  years,  I  have  felt 
that  the  department  store,  par¬ 
ticularly  the  medium-sized  store, 
is  losing  a  great  deal  of  business  to 
the  specialty  stores  on  the  tailored 
and  casual  type  clothes — the  fash¬ 
ions  that  are  neither  too  sporty  nor 
too  dressy,  and  that  are  usually 
found  at  the  so-called  sportswear 
houses.  In  my  opinion,  this  situa¬ 
tion  is  largely  due  to  the  inflexible 
department  store  merchandising 
policy  which  has  set  up  definite  allo¬ 
cations  for  every  type  of  ready-to- 
wear  merchandise  and  has  provided 
no  special  purchase  plan  for  these 
fashions,  which  I  will  call  for  quick 
reference  “casual  clothes.” 

The  significant  fact  that  some  of 
the  outstanding  manufacturers  of 
this  type  of  merchandise  report  that 
they  sell  alxjut  75  per  cent  of  their 
production  to  specialty  shops  proves 
that  the  department  store  is  playing 
a  poor  second  in  the  large  volume 
of  casual  clothes  bought  annually  by 
consumers  in  every  community.  It 
is  also  worth  noting  that  these  tail¬ 
ored,  comfortable  fashions  have  in¬ 
creased  tremendously  in  importance. 

Let  us  analyze  the  ready-to-wear 
merchandising  set-up  in  the  average 
department  store.  The  sportswear 
departments  usually  feature  a  great 
many  items,  a  little  of  everything, 
and  are  also  limited  as  to  the  price 
ranges  they  carry.  They  cannot  al¬ 
lot  a  sufficient  proportion  of  their 
stock  for  a  representative  showing 
of  merchandise  other  than  the  strict¬ 
ly  active  sports  type.  On  the  other 
hand,  the  buyer  of  the  regular  dress 
department  is  either  not  permitted 
to  use  these  important  resources  or 
is  not  familiar  with  them,  and,  as  a 
result,  the  business  on  this  casual 
type  of  merchandise  is  lost  to  the 
department  store  entirely. 

Let  us  look  at  the  suit  department. 
Who  buys  the  semi-tailored  suit  or 
casual  ensemble  of  wool  coat  and 
silk  dress  as  presented  by  these  ex¬ 
cellent  sportswear  houses?  Not  the 
average  sportswear  buyer,  because 


many  sportswear  sections  do  not 
carry  lined  wool  suits,  especially  in 
the  better  grades.  Not  the  regular 
coat  and  suit  buyer,  for  she  frequent¬ 
ly  is  not  especially  interested  in  the 
casual  suit  or  ensemble,  and  in 
many  cases  she  is  not  familiar  with 
these  resources  or  is  prohibited  by 
the  store  policy  from  using  what 
are  termed  “sjwrtswear  resources.” 
And  so  here,  too.  this  profitable 
business  is  lost  to  the  store,  and  the 
customer  goes  to  the  specialty  shop. 

What  should  be  done  to  let  down 
the  bars  in  the  store?  How  can  we 
make  it  possible  and  practical  for 
the  department  store  to  buy  this  type 
of  merchandise  easily  and  to  sell  it 
easily?  I  have  several  suggestions 
to  make  which  may  be  of  interest. 

The  merchandise  office  can  care¬ 
fully  analyze  these  “sportswear  re¬ 
sources.”  Some  of  them  manufac¬ 
ture  varied  types,  which  include 
dresses  for  active  sports,  the  tail¬ 
ored  and  semi-tailored  sjiectator 
types,  casual  suits  and  ensembles. 
Then  the  store  executive  can  decide 
who  shall  buy  this  merchandi.se  so 
that  it  gets  into  the  store  and  in  the 
department  or  departments  to  which 
the  customer  naturally  comes  for 
this  merchandise.  Introduce  flexi¬ 
bility  into  the  casual  clothes  buying 
picture !  Make  it  easy  for  depart¬ 
ment  store  buyers  to  have  access  to 
these  resources. 

Good  results  will  be  obtained  if 
the  sportswear  department  shows 
these  semi-tailored  silk  dresses.  If 
that  is  decided,  by  all  means  allow 
that  department  sufficient  appropria¬ 
tion  so  that  it  can  show  a  wide  selec¬ 


tion  of  this  merchandise. 

It  is  my  opinion  that  the  regular 
dress  department  should  carry  a 
representative  stock  of  tailored 
dresses  of  this  type  made  by  these 
resources.  To  this  department  usu¬ 
ally  come  all  customers  interested 
in  dresses,  regardless  of  fabric,  and 
whether  tailored  or  dressy.  It  may 
be  wise  to  have  a  small  separate  sec¬ 
tion  in  the  department  which  should 

be  called  “Casual  Clothes, . I'own 

and  Country  Shop,”  or  some  Ix'tter 
name,  to  indicate  clearly  the  sort  of 
clothes  I  refer  to. 

The  suit  and  ensemble  of  the  type 
I  describe  should  be.  in  my  opinion, 
merchandised  through  the  regular 
suit  department,  regardless  of  who 
buys  it.  This  will  again  make  it 
easier  for  the  customer  to  buy  this 
merchandise  where  she  would  nat¬ 
urally  look  for  it. 

After  the  merchandising  and  buy¬ 
ing  problems  have  been  worked  out. 
it  is  important  to  pay  special  atten¬ 
tion  to  the  selling  phase.  Because 
salespeople  in  the  average  sports¬ 
wear  department  follow  the  line  of 
least  resistance  and  push  the  cheap 
knitted  dresses  and  sweaters,  it  is 
important  that,  if  this  lietter  type  of 
casual  clothes  is  added  or  enlarged 
in  the  sportswear  department,  spec¬ 
ial  training  be  given  the  salespeople 
for  the  selling  of  this  merchandise  at 
lietter  price  levels. 

W'e  all  know  that  department 
stores  are  confronted  with  many 
problems  in  their  ready-to-wear 
business.  One  of  them  is  the  in¬ 
creasing  competition  from  the  alert 
specialty  shop.  Perhaps  in  the  bet¬ 
ter  handling  of  the  casual  clothes 
situation,  you  have  one  way  to  add 
considerably  to  the  volume  and 
profits  of  a  department  store’s 
readv-to-wear  business. 


Merchandising  Ready-to-Wear  on  a  Rising  Market 

By  Maurice  Spector,  President,  The  Blum  Store,  Philadelphia,  Penna. 


The  subject  assigned  to  me 
brings  to  my  mind  a  fall  season 
some  years  ago  when  there  was  a 
protracted  strike  in  the  coat  and  suit 
industry.  Merchandise  w'as  actually 


scarce.  Prices  were  firm.  Those 
manufacturers  who  had  goods  to  sell 
were  able  to  get  a  little  more  than 
the  market  value.  There  w-as  a  great 
deal  of  bootleg  manufacturing  going 
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on.  and  I  do  know  that  many  im¬ 
portant  resources  were  shut  tight, 
and  1  also  know  of  a  great  many 
large  stores  that  were  really  short 
of  merchandise.  But.  in  spite  of  the 
strike,  in  spite  of  the  scarcity  of 
merchandise,  and  in  spite  of  the  firm 
prices  prevailing,  somehow  or  other 
we  did  the  l)est  profit-making  joh  of 
the  season  that  we  had  ever  enjoyed. 
This  i)artly  goes  to  prove  that  firm 
or  higher  prices,  or  scarcity  of  mer¬ 
chandise,  all  make  for  a  l)etter  and 
more  profitable  season. 

After  conversations  with  a  great 
many  merchants,  and  from  observa¬ 
tions  in  the  market,  and  judging 
from  the  ingenuity  and  resourceful¬ 
ness  of  manufacturers,  it  is  my  opin¬ 
ion  that  the  rising  trend  of  prices 
should  not  lie  so  difficult  to  over¬ 
come  in  merchandising  ready-to- 
wear  for  Spring  1937. 

The  smart  buyer  will  watch  fash¬ 
ion  trends  more  closely.  The  alert 
buyer  will  buy  more  of  a  number 
than  normally,  and  {perhaps  reorder 
a  little  more  quickly — more  for  the 
purpose  of  having  complete  assort¬ 
ments  in  sizes,  colors,  and  tyjws, 
than  in  anticipation  of  a  rise  in 
price. 

It  is  my  l)elief  that  many  stores 
would  make  far  more  progress  if 
they  would  attempt  to  forget  price 
advertising  for  a  while  and  concen¬ 
trate  upon  prettier,  nicer,  and  love¬ 
lier  things.  We  are  now  in  the  midst 
of  improved  conditions,  when  our 
customers  will  be  wanting  better 
merchandise  than  they  have  had  in 
the  ])ast  few  years. 

You  are  always  trying  to  find 
ways  and  means  to  raise  the  average 
unit  price  of  your  sale.  You  like 
to  .see  your  labels  on  your  garments 
everywhere.  Then  why  not  do  every¬ 
thing  in  your  power  to  encourage 
your  organization  to  think  in  terms 
of  goo<l  taste  and  good  fashion,  lioth 
of  which  will  enable  you  to  get  the 
higher  unit  price  for  which  you  are 
striving,  and  will  make  a  rising  mar¬ 
ket  much  less  of  a  bugaboo  than  you 
anticii)ate.  Try  to  sell  good  taste, 
goo<l  style,  good  quality,  and  a  ris¬ 
ing  market  will  not  scare  you.  You 
will  rather  welcome  it. 

Ready-to-wear  is  entirely  differ¬ 
ent  from  all  other  commodities — 
good  taste,  correct  colors,  correct 
types,  good  workmanship,  should  be 
the  aim  of  every  store  selling  ready- 
to-wear.  Build  your  ready-to-wear 
business  on  a  basis  of  good  taste 
and  you  will  not  have  to  worry 
about  price  rises.  Advancing  prices 


have  never  frightened  us  into  buy¬ 
ing  more  than  zve  believe  zee  can 
sell,  regardless  of  conditions.  Prices 
may  sell  some  types  of  ready-to-wear, 
but  the  type  that  price  sells  is  not 
the  type  that  we  are  concerned  with. 

Manufacturers  have  more  difficul¬ 
ty  these  days  in  disposing  of  racks 
of  merchandise  at  a  price.  Even  the 
large  sales  of  garments  in  one-  and 
two-page  spreads  that  are  sold  in 
thousands  at  $6.88  or  therealxmts 
have  to  lx?  in  good  taste.  Then,  why 
gamble?  If  you  must  gamble,  put 
your  money  on  a  horse,  h'ashion  is 
a  gamble  in  itself.  So,  when  you  buy 
to  Ix'at  a  price  rise,  you  are  taking 
a  double  cliance. 

We  seldom  buy  a  ready-to-wear 
])romotion  because  of  anticipated 
price  advance.  We  have  made  a 
number  of  commitments  on  items 
this  season  that  have  much  fashion 
value  either  in  fabric,  color  or  type. 
We  are  banking  on  that  to  sell  for 
us,  but  we  are  not  banking  on  any¬ 
thing  that  price  is  going  to  influence 
— not  early  in  the  .season,  anyway. 
I  do  not  want  to  underestimate  the 
importance  of  price,  for  I  realize  that 
competition  does  force  us  to  do  cer¬ 
tain  things  that  we  know  are  un¬ 
sound.  I  have  always  maintained 
that  anyone  can  sell  goods  cheap, 
but  to  sell  goods  at  a  profit  is  a  far 
more  difficult  task.  There  are  too 
many  retailers  doing  business  with¬ 
out  profit. 

Merchandising  ready-to-wear  in  a 
rising  market  should  lie  no  different 


IN  talking  alxiut  the  dress  busi¬ 
ness,  we  must  first  consider  it  in 
terms  of  the  specialty  shop  versus 
the  department  store,  and  we  must 
again,  divide  these  into  dresses 
above  $20  or  $25  retail,  and  below 
that  price  line. 

Let  us  first  consider  the  lietter 
dress  business,  alxive  $20  retail,  in 
the  department  store.  Every  man¬ 
ufacturer  of  lietter  dresses  today  is 
considering  this  as  a  problem  of  his 
own.  It  is  up  to  you  to  select  the 
few  you  want  to  deal  with  and  they 
will  help  you  solve  your  problem. 
That  is  my  first  suggestion. 

You  must  ask  yourselves  who  is 
your  competitor.  The  department 
store  executives  will  answer  wdth 
one  voice,  “The  specialty  shop.”  So, 
first  of  all,  have  you  a  specialty  shop 
within  your  gates?  Does  it  look  at- 


from  merchandising  in  a  steady, 
firm  market.  The  odds  are  in  favor 
of  the  merchant.  The  public  is  well 
aware  of  rising  prices.  It  does  not 
have  to  be  sold  on  that  idea.  The 
problem  of  getting  what  you  want 
will  perhaps  concern  you  more  than 
what  you  will  have  to  pay.  The  1937 
goal  for  ready-to-wear  merchandis¬ 
ers  should  not  be  more  net  markup 
or  concern  over  increased  prices, 
but  more  turnover,  for,  after  all,  that 
is  the  problem  that  is  uppermost  in 
the  minds  of  ready-to-wear  mer¬ 
chandisers. 

\Ye  all  know  that  when  prices  are 
tf)o  low  there  is  no  profit  for  any- 
Ixxly — manufacturer,  wholesaler  or 
retailer — and  the  public  is  the  larg¬ 
est  loser.  Higher  prices  should  be 
passed  on  gradually.  Some  mer¬ 
chandisers  even  think  that  in  fash¬ 
ion  lines  it  may  be  better  policy  to 
hold  back  prices  until  two  or  three 
weeks  l)efore  Easter,  as  the  public 
is  more  style-minded  then  than 
price-minded. 

In  conclusion.  I  firmly  lielieve  that 
merchandising  for  profit  is  what 
should  be  in  every  merebandiser’s 
mind  in  preference  to  speculating 
for  profit.  If  we  plan  correctly,  pro¬ 
mote  timely  items,  stick  to  our  reg¬ 
ular  methods  of  merchandising,  and 
do  not  try  to  speculate  too  much, 
with  the  bright  prospects  in  view  for 
the  coming  season,  ready-to-wear 
departments  should  be  in  a  position 
to  show  the  best  profit  they  have 
shown  in  years. 


tractive  ?  Does  it  look  modern  ?  Has 
it  the  modern  point  of  view?  Just  a 
nice  department  won’t  mean  a  thing. 
It  should  have  an  atmosphere.  That 
is  the  first  thing  you  need. 

Then  you  must  ask  yourself  a 
question:  Is  your  buyer  a  seller? 
Have  you  a  buyer  with  a  personali¬ 
ty?  Does  she  know  the  people  in 
the  community?  If  she  isn’t  a  sell¬ 
er,  but  has  other  good  merchandis¬ 
ing  qualities,  has  she  an  assistant 
who  can  .sell?  Because  there  must 
l)e  a  seller  in  the  department.  That 
is  the  success  upon  which  the  shop 
is  based  in  the  first  place.  She  must 
know  the  customers  by  name,  she 
must  know'  whom  to  reach  out  for, 
she  must  use  every  avenue  to  reach 
those  customers — unorthodox  ones, 
if  you  like,  or  in  the  regular  run  of 
business. 


What  Can  We  Do  About  Our  Unprofitable 
Dress  Departments?  I 

By  Mrs.  Tobe  Coller  Davis,  Tobe  Fashion  Service,  New  York,  N.  Y. 
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Have  you  an  excellent  sales  force, 
or  are  you  still  clinging  to  depart¬ 
ment  store  methods  of  selling  in 
your  specialty  shop?  You  need  two 
or  three  star  salespeople  in  your  de¬ 
partment  who  are  alxjve  the  depart¬ 
ment  store  average.  Go  out  and  get 
them !  Pay  them  a  price  and  get 
them,  and  you  will  find  they  will 
work  for  you. 

Does  your  buyer  buy  with  a  plan 
at  $29,  $39  and  $49  retail?  She 
must  have  a  buying  plan  and  buy 
for  a  volume  business  in  those  price 
lines.  Above  that,  she  should  buy 
only  for  special  customers  until  you 
have  a  volume  business  in  better 
dresses. 

I  have  found  too  many  buying 
plans  inadequate  for  gocxl  assort¬ 
ments.  You  must  buy  at  least  six 
of  a  numl)er  and  preferably  nine  or 
ten  or  twelve.  Even  if  it  means  hav¬ 
ing  fewer  numbers,  have  a  sufficient 
quantity  of  each.  Every  trip  to  mar¬ 
ket  should  bring  you  some  one  spe¬ 
cial  dress  or  one  sjiecial  costume 
that  you  are  willing  to  place  your 
bet  on.  That  is  promotional  empha¬ 
sis. 

The  reason  for  poor  dress  busi¬ 
ness  in  the  better  department  in 
most  department  stores  adds  up  to 
this :  an  inadequate  buyer  who  isn’t 
a  gocxl  enough  merchant  to  fight  the 
management  on  first  principles.  Poor 
direction  from  the  top  is  responsible. 
Every  fine  department  store  has  a 
first  edge  on  the  business  in  its  com¬ 
munity. 

Now,  let  us  talk  about  dresses  be¬ 
low  $20.  What  kind  of  shop  have 
you?  Does  it  look  like  your  better 
dress  shop?  It  should,  because,  as 
a  rule,  the  customer  who  buys  a 
dress  from  $12.90  retail  to  $22  or 
$25  today  is  the  better  dress  cus¬ 
tomer  of  yesterday,  and  she  wants 
the  same  atmosphere  wherever  she 
buys  her  dresses.  She  doesn’t  want 
to  buy  them  from  racks.  However, 
you  can  have  open  cases  if  they  are 
attractively  arranged  and  well 
lighted,  and  if  they  are  the  only 
thing  on  the  floor  besides  the  fix¬ 
tures. 

You  must  have  a  good  seller,  a 
good  sales  staff,  and  you  must  buy 
enough  merchandise.  You  don’t 
need  a  big  assortment  of  styles.  It 
is  much  more  impKjrtant  to  fit  a  cus¬ 
tomer  than  to  give  her  twelve  dress¬ 
es  to  choose  from.  A  good  sales¬ 
person  needs  to  show  a  customer 
only  two  or  three  styles  to  make 
a  sale.  . 

I  have  heard  the  story  in  the 
smaller  cities  that  Mrs.  Jones  won’t 


wear  the  same  dress  that  Mrs.  So- 
and-so  has.  Except  in  cities  under 
a  hundred  thousand,  that  doesn’t 
count,  because  every  store  of  reputa¬ 
ble  position  today  draws  its  business 
from  the  surrounding  community 
and  from  many  different  sets  and 
social  circles,  and  these  people  don’t 
meet  each  other  at  all. 

Don’t  penalize  your  better  dresses 
with  too  high  a  markup.  You  get 
a  44  per  cent  markup  on  dresses 
that  cost  $16.50  and  that  you  sell 
at  $29.50.  You  penalize  your  better 
dresses  if  you  place  a  much  higher 
markup  on  them  than  on  your  lower- 
priced  dresses. 

Now  we  come  to  promotion.  In 
the  first  place,  most  of  you  don’t  do 
a  good  women’s  business  because 
you  don’t  specialize  in  it.  Again, 
you  don’t  buy  colors  and  sizes,  and 
you  don’t  buy  enough  dresses  of  any 
given  price  lines.  If  you  can  afford 
to  buy  ten  or  twelve  price  lines, 
have  a  stock  of  them.  If  you  huy 
only  dresses  at  $16.95,  buy  enougli 
of  them.  If  your  business  isn't  big 
enough  to  have  a  separate  women’s 
dress  buyer,  then  establish  a  group 
of  women’s  departments — women’s 
dresses,  women’s  coats,  women’s 
everything.  But  it  needs  specializa¬ 
tion  in  some  way  or  other,  or  you 
won’t  satisfy  your  customers. 

There  are  certain  stores  that  do  a 
very  important  bridal  dress  business, 
which  most  of  you  don’t  do  very 
well.  And.  if  you  can  possibly  afford 
it,  have  a  separate  evening  dress 
buyer  and  a  separate  evening  dress 


business.  It  can  Ikj  twenty-five  per 
cent  of  your  dress  business  if  you 
build  for  it,  and  in  some  months 
of  the  year,  sixty  or  seventy  per 
cent.  There  is  more  money  made  in 
it  than  in  day  dresses  tfiroughout 
the  market  and  every  place  else. 

About  advertising — I  think  every¬ 
one  should  have  a  separate  advertis¬ 
ing  appropriation  for  prestige  adver¬ 
tising  in  your  better  dress  depart¬ 
ment.  That  doesn’t  mean  just  saying 
nothing;  it  means  putting  over  a 
fashion  that  is  coming — being  first 
to  announce  a  fashion  that  is  going 
to  grow. 

Second,  I  think  you  should  have 
direct  selling  advertisements,  and 
that  means  enough  merchandise  to 
back  them.  If  you  can’t  afford  to 
buy  merchandise  for  direct  selling 
and  have  enough  back  of  it  without 
advertising,  it  won’t  do  you  any 
good. 

If  there  is  anything  I  don’t  believe 
in,  it  is  a  dress  sale.  I  think  every 
dress  sale  ends  in  the  ash  heap — at 
least,  nine  out  of  ten  do.  If  you  are 
successful  in  one  of  them,  you  are 
lucky.  It  leaves  you  with  a  bigger 
stock  of  dresses  of  a  given  kind  than 
you  can  get  rid  of  in  the  next  two  or 
three  periods.  It  slows  up  your 
turnover  and  it  doesn’t  give  you 
money  to  buy  wanted  items. 

I  want  to  point  out  to  you,  too, 
that  many  successful  advertisements 
are  repeaters.  Nobody  minds  that. 
Repeat  a  success.  There  is  nothing 
better.  You  don’t  need  a  new  item 
every  week.  Repeat  your  success! 


What  Can  We  Do  About  Our  Unprofitable 
Dress  Departments?  H 

By  David  S.  Westheim,  David  S.  Westheim  Corp.,  New  York,  N.  Y. 


IT  is  true  that  the  retailing  of 
dresses  is  being  done  profitably  by 
a  certain  type  of  institution — ^the 
specialty  shop,  as  against  the  spe¬ 
cialty  store  and  department  store.  In 
most  instances  these  specialty  shops 
do  not  have  millinery,  shoes,  coats, 
or  other  wearing  apparel  that  the 
specialty  store  and  department  store 
are  able  to  fall  back  on.  Their  only 
means  of  survival  has  been  the 
profitable  distribution  of  dresses. 

When  dresses  were  first  manu¬ 
factured  in  mass  production,  the  all- 
important  factor  was  “bulk”  value 
rather  than  style.  As  competition 
became  keener  in  the  production  of 
“bulk”  value  dresses,  tfie  far-sighted 
manufacturers,  encouraged  by  the 
far-sighted  retailers,  introduced  a 
higher  standard  of  styling  into  their 


product,  and  sold  their  merchandise 
on  the  basis  of  style  rather  than 
bulk.  Those  manufacturers  who 
found  themselves  best  equipped  to 
give  style  value  are  now  the  re¬ 
sources  of  the  specialty  shop  and 
those  department  stores  that  have  a 
profitable  dress  operation. 

The  retailer  of  “bulk”  dress  value 
felt  the  competition  of  the  specialty 
shop  when  the  consumer  became 
style-conscious.  The  woman  of  to¬ 
day  has  become  one  of  discriminat¬ 
ing  taste  and  has  a  keener  apprecia¬ 
tion  for  style  than  the  woman  of 
fifteen  years  ago.  This  makes  her  a 
more  likely  customer  for  the  special¬ 
ty  shop,  which  encourages  its  re¬ 
sources  to  give  style  and  quality 
value,  rather  than  price. 

On  several  occasions,  department 
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store  heads  have  asked  me,  “Why 
is  my  dress  business  unprofitable?” 
My  answer  to  them  has  been  that 
they  have  forgotten  the  buying  pniw- 
er  of  the  woman  of  discriminating 
taste,  who  wants  to  look  glamorous 
and  fashionable. 

In  an  attempt  to  overcome  this 
handicap,  these  store  owners  in¬ 
structed  their  buyers  to  buy  some  of 
the  siH*cialty-shop  type  of  merchan¬ 
dise.  The  buyers  did  their  jobs  as 
given  to  them  by  their  superiors,  but 
the  principals  did  not  follow 
through.  In  my  opinion,  they  failed 
in  the  following ; 

1.  The  allowance  to  the  buyer 
was  so  small  that  there  was  not  a 
proper  assortment  of  sizes  and  colors 


in  enough  desirable  styles.  The  re¬ 
sulting  smattering  of  merchandise 
could  not  appeal  to  the  clientele  that 
had  left  the  department  store  for 
the  specialty  shop. 

2.  Another  reason  for  failure  was 
that  the  salespeople  in  the  store  did 
not  qualify  in  temperament,  ap¬ 
proach,  knowledge,  and  style  sense 
to  sell  this  type  of  merchandise. 

3.  The  atmosphere  in  which  the 
merchandise  was  surrounded  was 
not  taken  into  consideration.  The 
sophisticated  girl  does  not  like  to 
shop  in  large  crowded  departments, 
but  l(K)ks  for  a  calm,  comfortable 
setting. 

4.  The  presentation  of  the  mer¬ 


chandise  through  its  display  on  the 
floor  or  in  the  windows  must  be  in 
keeping  with  the  times. 

5.  This  type  of  merchandise  needs 
dramatic  advertising. 

I  feel  that  it  is  important  that 
you,  as  merchandise  men,  and  the 
principals  of  your  companies  realize 
that  there  exist  for  you  today  two 
types  of  clientele  and  two  types  of 
resource.  I  suggest  that  you  supple¬ 
ment  your  present  type  of  stock  with 
the  specialty  shop  type  of  merchan¬ 
dise,  bought  with  the  conviction  that 
fashion  merchandise  has  its  place  in 
modern  retailing,  and  handled 
throughout  the  store  with  a  genuine 
understanding  of  the  new  woman 
you  are  catering  to. 


Merchandising  Major  Electrical  Appliances 


Chairman:  Edward  List,  Abraham  &  Straus,  Inc.,  Brooklyn,  N.  Y. 
Chairman,  Major  Appliances  Buyers  Group,  N.R.D.G.A. 


Survey  of  Major  Household  Appliances 
Discussion  of  Preliminary  Report 


Because  the  amount  of  infor¬ 
mation  relative  to  major  appli¬ 
ances,  broken  down  into  depart¬ 
ments,  was  very  meager,  the  Major 
Appliance  Buyers’  Group  sent  out 
questionnaires,  through  the  Mer¬ 
chandising  Division,  to  representa¬ 
tive  stores  throughout  the  country. 
Chairman  List,  in  presenting  a  pre¬ 
liminary  analysis  of  the  question¬ 
naire  replies,  threw  the  meeting 
open  for  discussion  and  invited  com¬ 
ments  from  the  floor  on  each  point. 

A  question  on  service  policies  in¬ 
dicated  that  deliveries  are  made,  and 
servicing  done,  as  follows : 
Refrigerators :  Most  frequently 
by  manufacturer’s  local  branch ; 
also  by  the  store  or  an  outside 
contractor 

laundry  Equipment:  Most  fre¬ 
quently  by  the  store ;  also  by 
outside  contractor 
Gas  Ranges :  Most  frequently  by 
store;  also  by  outside  contrac¬ 
tor 

Electric  Ranges :  Most  frequently 
by  the  store;  also  by  manufac¬ 
turer’s  local  branch  or  outside 
contractor. 

Discussion  brought  out  the  fact 
that,  although  a  store  may  save  pos¬ 
sibly  ten  per  cent  by  having  delivery 
of  major  appliances  made  by  its  own 
delivery  trucks,  and  sending  a  ser¬ 
vice  man  to  make  the  installation, 


the  difficulty  of  coordinating  service 
and  delivery  schedules  results  in 
unfavorable  customer  reaction  and 
jeopardizes  the  sale.  Where  a  store 
can  maintain  a  truck  especially  for 
the  delivery  of  major  appliances, 
with  a  driver  and  helper  who  are 
also  installation  and  service  men, 
there  is  economy  without  endanger¬ 
ing  customer  good  will.  A  store 
which  can  take  on  its  own  service 
can  also  buy  its  merchandise  direct 
from  the  factory,  thereby  making  an 
additional  mark-up. 

Suggestions  for  improvement  in 
servicing  done  by  the  store  stressed 
the  centralization  of  all  service  work 
under  one  head  in  each  store.  An¬ 
other  suggestion  was  for  service 
calls  to  clear  through  the  adjust¬ 
ment  department.  Many  replies  in¬ 
dicated  that  servicing  clone  by  dis¬ 
tributors  had  proved  satisfactory. 

Five-Year  Warranty 

Opinions  on  the  five-year  war¬ 
ranties  that  manufacturers  are  offer¬ 
ing  on  refrigerators  were  generally 
to  the  effect  that  they  are  misunder¬ 
stood  by  the  public  and  cause  custom¬ 
er  dissatisfaction,  others  felt  that 
salesmen  might  lead  customers  to  be¬ 
lieve  more  is  going  to  be  given  than  is 
actually  the  case.  Although  about  half 
the  questionnaire  replies  expressed 
satisfaction  w’ith  the  five-year  war¬ 
ranties,  it  was  brought  out  in  discus¬ 


sion  that  "those  people  who  do  not 
have  any  boxes  that  have  gone  be¬ 
yond  the  second  or  third  year  in  this 
five-year  guarantee  have  yet  to  learn 
alxiut  some  of  the  grief  ...  It  is  mis¬ 
understood  and  it  tends  to  be  over¬ 
sold  in  spite  of  your  best  efforts.  The 
customer  understands  it  to  be  a  five- 
year  complete  and  over-all  guarantee, 
which  it  is  not  .  .  .  It  is  costly  in  the 
sense  that  you  must  take  care  of  these 
things  and  satisfy  the  customer,  al¬ 
though  it  is  misunderstcx)d.” 

Another  point  brought  up  was 
that,  if  two  appliances  are  sold  at 
the  same  time,  and  one  carries  a 
five-year  warranty  while  the  other 
is  guaranteed  only  for  one  year,  it 
is  difficult  to  convince  the  customer 
that  they  were  not  both  guaranteed 
for  five  years.  A  return  to  a  one- 
year  guarantee  was  recommended, 
and  it  was  also  suggested  that  manu¬ 
facturers  be  asked  to  “reword  their 
guarantees  so  that  they  are  readable 
and  understandable  to  the  average 
customer  and  that  the  guarantee  be 
in  sticker  form,  right  on  the  box 
where  it  can  be  easily  seen  at  all 
times  by  the  customer.” 

A  further  point  in  favor  of  re¬ 
turning  to  a  one-year  guarantee  was 
that  it  would  increase  the  rate  of 
obsolescence  and  encourage  custom¬ 
ers  to  trade  in  refrigerators,  after 
two  or  three  years,  for  newer 
models. 

An  alternative  suggestion  was 
that,  instead  of  a  qualified  guaran¬ 
tee  for  five  years,  manufacturers 
should  give  an  unqualified  guaran- 
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tee  for  a  p)eriod  equal  to  the  length 
of  the  average  time-payment  con¬ 
tract — two,  or  at  most,  three  years. 

Brands 

Private  brands  of  refrigerators, 
the  survey  showed,  were  carried  by 
approximately  17  per  cent  of  the 
stores,  and  produced  30  per  cent  or 
less  of  the  total  refrigeration  busi¬ 
ness  in  these  stores.  The  difficulty 
of  merchandising  private-brand  re¬ 
frigerators  was  emphasized  in  the 
discussion,  which  brought  out  the 
fact  that  there  is  definite  customer 
resistance  to  unknown  makes. 

In  the  case  of  national  brands, 
price-cutting  is  an  important  prob¬ 
lem,  and  methods  of  meeting  it  were 
discussed.  Some  distributors,  it  was 
stated,  made  a  practice  of  fining  re¬ 
tailers  for  cutting  prices.  Coopera¬ 
tive  action  on  the  part  of  the  leading 
stores  in  a  Southern  city  offered  a 
solution  there  to  the  problem.  The 
retailers  of  that  city  have  formed  a 
refrigeration  club,  and  have  an 
agreement  with  the  distributor  not 
to  put  new  outlets  in  the  city  with¬ 
out  consulting  the  club.  They  also 
put  in  a  claim  against  the  distribu¬ 
tor  for  every  cut-price  sale  that 
comes  to  their  attention.  This  situ¬ 
ation,  it  was  generally  agreed,  is 
easier  to  control  in  a  smaller  com¬ 
munity  than  in  a  large  city. 

The  three  most  outstanding  of  the 
brands  reported  by  the  member 
stores,  from  the  point  of  view  of 
sales  volume,  were  Frigidaire,  Gen¬ 
eral  Electric,  and  Westinghouse. 

Time  Payment  Terms 

The  terms  on  which  the  various 
appliances  are  sold,  as  indicated  in 
the  questionnaire  replies,  were: 

Refrigerators:  12  to  36  months 
to  pay ;  10  per  cent  or  less  as 
down' payment 

Laundry  Equipment :  Usually  18 
months  to  pay ;  occasionally  24 
or  more :  10  jier  cent  as  down 
payment ;  no  down  payment  in 
25  per  cent  of  stores 

Gas  Ranges :  12  to  24  months  to 
pay ;  10  per  cent  down  pay¬ 
ment;  no  down  payment  in  25 
per  cent  of  stores 

Electric  Ranges :  24  months,  and 
sometimes  36  months  to  pay ; 
10  per  cent  down  payment ;  no 
down  payment  in  20  per  cent 
of  stores. 

Liberalization  of  time  payment 
terms  has  taken  the  form  of  reduced 
down  payments,  more^  months  to 
pay,  or  both.  Some  stores  have 


eliminated  the  carrying  charges,  or 
have  accepted  trade-ins  as  down 
payments.  A  few  reported  no 
change  in  their  time-payment  poli¬ 
cies. 

Sales  Figures 

Major  appliance  sales,  the  rough 
analysis  of  replies  showed,  consti¬ 
tute  3  jxT  cent  or  less  of  total  sales 
in  most  of  the  stores,  although  in 
some  cases  they  constituted  5  per 
cent  or  more  of  total  sales. 

Refrigerators  generally  repre¬ 
sented  50  per  cent  of  total  major 
appliance  sales;  laundry  equipment, 
10  to  30  per  cent;  gas  ranges,  less 
than  30  j)er  cent ;  and  electric  rang¬ 
es,  less  than  10  per  cent. 

Merchandising  Figures 

Workroom  expense,  including  in¬ 
stallation,  delivery  and  servicing, 
was  reported  as  2  to  5  per  cent  for 
refrigerators,  3  per  cent  for  laundry 
equipment ;  4  per  cent  for  gas  rang¬ 
es.  No  typical  figure  was  available 
for  electric  ranges.  For  the  depart¬ 
ment  as  a  whole,  2  to  4  per  cent  was 
typical. 

Delivery  expense  t)n  refrigerators 
was  about  1.5  per  cent;  on  laundry 
equipment.  1.5  {jer  cent;  on  gas 
ranges,  2.0  to  2.5  per  cent ;  on  elec¬ 
tric  ranges,  about  2.0  per  cent.  A 
figure  for  the  department  as  a  whole 
could  not  be  arrived  at  from  the 
replies. 

Discounts  on  purchases  for  prompt 
payment  were  reported  as  0.5  to 
1.0  per  cent  for  the  department  as 
a  whole,  ranging  up  to  2.02  per  cent. 
Refrigerators  and  electric  ranges 
were  usually  net.  Discounts  on  laun¬ 
dry  equipment  were  reported  as  1.0 
per  cent ;  and  on  gas  ranges  as  2.0 
per  cent. 

Best  selling  price  lines  for  refrig¬ 
erators  were  $149.50  and  $169.50; 
for  laundry  equipment,  $59.50  and 
$69.50;  for  gas  ranges.  $69.50  and 
$79.50;  for  electric  ranges,  $100  and 
$125.  The  average  number  of  appli¬ 
ances  sold,  during  the  period  from 
February  1,  1936  to  November  1. 
1936  (the  period  covered  by  all 
other  figures  in  this  report),  was 
551  for  refrigerators;  542  for  laun¬ 
dry  equipment ;  486  for  gas  ranges ; 
and  29  for  electric  ranges. 

Markups  reported  on  regular  pur¬ 
chases  of  refrigerators  centered 
about  35  per  cent :  on  special  pur¬ 
chases.  30  per  cent.  Regular  mark¬ 
ups  for  laundry  equipment  were  40 
per  cent  or  more;  and  30  or  35  per 
cent  on  special  purchases.  For  gas 
ranges,  40  per  cent  on  regular 


purchases;  and  for  electric  ranges, 
also  40  per  cent.  For  the  department 
as  a  whole,  markups  of  35  and  38 
per  cent  were  reported. 

Markdowns,  exclusive  of  trade- 
ins.  were  from  1  to  2  per  cent  on 
refrigerators ;  from  1  to  5  per  cent 
()n  laundry  etjuipment ;  1  per  cent  on 
gas  ranges,  and  2  per  cent  on  elec¬ 
tric  ranges.  Markdowns  taken  on 
trade-ins  were  5  per  cent  on  refrig¬ 
erators.  5  and  10  per  cent  on  laun¬ 
dry  equipment ;  and  10  per  cent  on 
gas  and  electric  ranges.  Total  appli¬ 
ance  markdowns  were  reported  as 
3  or  4  per  cent. 

Sales  increase  reported  were  10 
per  cent  for  refrigerators  and  gas 
ranges.  1 5  per  cent  on  laundry  equip¬ 
ment.  and  20  per  cent  on  electric 
ranges.  Some  of  the  stores  reported 
total  ai^pliance  figures  rather  than 
figures  for  the  individual  appliances, 
and  in  these  stores  the  increase  in 
sales  was  5  to  10  per  cent. 

Specials  constitute  15  per  cent  of 
sales  volume  on  refrigerators ;  20 
per  cent  on  laundry  equipment  and 
gas  ranges,  and  10  per  cent  or  less 
on  electric  ranges. 

Rent  was  variously  reported  as  1. 
4,  and  10  per  cent  of  sales  for  re¬ 
frigerators;  4  per  cent  for  laundry 
equipment ;  3  and  10  per  cent  for 
gas  ranges ;  4  per  cent  for  the  de¬ 
partment  as  a  whole.  No  figure  was 
obtainable  for  electric  ranges. 

Newspaper  advertising  was  2  to 
5  per  cent  for  refrigerators,  center¬ 
ing  at  3  per  cent  of  sales ;  the  same 
for  laundry  equipment ;  3  to  6  per 
cent,  centering  at  5.  for  gas  ranges; 
and  1  to  6  per  cent,  centering  at  3, 
for  electric  ranges.  For  the  depart¬ 
ment  as  a  whole,  3  to  4  per  cent 
was  typical. 

Selling  salaries  and  commissions 
were  10  to  12  per  cent  of  sales  for 
refrigerators ;  and  10  per  cent  for 
the  other  appliances.  One-quarter 
of  the  replies,  however  cited  figures 
of  15  per  cent  or  more  for  laundry 
equipment;  and  one-third  of  the  re¬ 
plies,  6  per  cent  or  less  on  gas 
ranges. 

Trade-ins 

Mr.  Halverson,  of  L.  S.  Ayres  & 
Company,  Indianapolis,  answering  a 
question  from  the  floor  on  the  han¬ 
dling  of  refrigerator  trade-ins,  out¬ 
lined  his  store’s  procedure : 

“We  feel  that  we  are  particularly 
well  qualified  to  enter  into  that  busi¬ 
ness  because  we  have  a  highly  de¬ 
veloped  central  service  organization 
of  our  own.  We  have  been  able  to 
take  in  used  electric  refrigerators 
and  rebuild  them  and  sell  them  with 


60 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


February,  1937 


M e r chandising 


a  year’s  guarantee  and  make  a  profit 
— not  a  regular  mark-up,  but  some 
profit. 

"W'e  have,  however,  had  to  safe¬ 
guard  them  very  definitely  to  the 
extent  of  putting  in  new  compres¬ 
sors  on  jobs  that  we  felt  we  could 
not  guarantee  at  least  a  year  with 
the  old  compressors.  We  have  our 
own  spray  booth  and  operator,  so 
that  we  can  re-spray  and  re-finish. 

“We  have  found  that  gener¬ 
ally  the  trade-in  allowances  have  run 
to  $50  and  less,  and,  after  putting 
in  $25  to  $35,  in  extreme  cases,  in 
repairs,  we  have  Ix^en  able  to  retail 
the  refrigerators  for  in  the  neigh- 
l)orhood  of  $100. 

“The  whole  problem  is  going  to 
change,  I  believe,  when  we  are  faced 
with  the  taking  in  of  sealed  mech¬ 
anisms.  It  will  be  pretty  expensive 
to  replace  the  whole  mechanism.  I 
don’t  know  what  we  can  do  in  that 
case.” 

.About  75  per  cent  of  the  store’s 
rebuilt  refrigerators  are  sold  to  its 
own  employees.  Classified  sections 
are  used  for  advertising.  Only  one 
or  two  rebuilts  are  shown  on  the 
floor,  and  customers  who  wish  to  see 
others  are  taken  to  the  warehouse. 
The  trade-in  offer  is  not  made  until 
the  customer’s  old  refrigerator  has 
l)een  examined. 

Outside  Selling 

Mr.  R.  W.  Upham,  of  the  Pitts¬ 
burgh  Mercantile  Co..  Pittsburgh, 
answered  an  inquiry  from  the  floor 
by  describing  how  his  store  had  in¬ 
creased  its  sales  from  150  to  1300 
units,  over  a  period  of  six  years, 
through  building  a  good  outside  sell- 
ing  organization.  Working  people, 
he  believes,  must  be  sold  in  their 
homes,  as  they  do  not  comprehend 
the  need  of  refrigeration. 

“One  of  the  big  things  in  major 
appliances  is  to  train  and  keep  an 
outside  selling  force,  and  you  will 
l)e  surprised  how  much  the  training 
has  to  do  with  it.  The  two  top 
salesmen  in  our  organization  this 
year  had  never  sold  anything  before. 
You  have  to  get  young,  ambitious 
IX'ople  and  you  have  to  train  them ; 
you  have  to  give  them  floor  days 
and  you  have  to  have  meetings  with 
them  and  convince  them  that  they 
are  a  definite  part  of  the  store  or¬ 
ganization.  AlK)ut  the  time  the  re¬ 
frigeration  season  commences  to 
tap(T  off,  you  have  to  get  them 
pepjxd  up,  on  radio  and  on  washing 
machines.” 

^  Mr.  K.  L.  Ca.shman.  of  the  G. 
Fox  Company.  Hartford,  described 
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his  store’s  outside  selling  organiza¬ 
tion  of  eighteen  or  twenty  men, 
whose  earnings  average  from  $35 
to  $60  or  $70  a  week  on  a  straight 
commission  Imsis.  “The  only  thing 
I  think  it  requires,”  he  said,  “is 
that  the  men  be  j)roperly  trained  and 
pro]X‘rly  sujxrvised,  and  you  cannot 
do  that  with  an  t)ver-the-counter 
salesman.  These  men  are  specialty 
salesmen.  They  have  to  lx*  educated 
month  after  month.  We  have  meet¬ 
ings  with  them,  we  send  them  to 
conventions  where  manufacturers 
are  showing  prcxlucts,  and  we  use 
every  medium  that  we  can  to  edu¬ 
cate  them  so  that  they  can  do  a 
specialty  selling  job.” 

The  ix)ssibilities  of  outside  sell¬ 
ing  were  descrilxd  also  by  repre¬ 
sentatives  of  stores  in  the  New  York 
metropolitan  area,  who  emphasized 
the  importance  of  balancing  the  dis¬ 
tribution  of  the  salesman’s  time  l)e- 
tween  outside  work  and  work  on 
the  floor.  Most  of  their  business, 
they  said,  came  from  following  up 
floor  leads. 

Mr.  Ralph  Harris,  of  Ralph 
Harris,  Inc.,  Pittsburgh,  stressed 
the  advantage  that  department  stores 
have  in  outside  selling  Ixcause  of 
their  established  good  will,  and  be¬ 
cause  customers  prefer  to  purchase 
where  they  can  get  everything  for 
the  home,  and  not  just  a  refrigerator 
or  washing  machine. 


Financing 

Mr.  Upham,  of  the  Pittsburgh 
Mercantile  Company,  sounded  a 
warning  against  the  tendency  toward 
longer  terms:  “This  financing,  long 
terms  and  eliminating  down  pay¬ 
ments,  is  going  to  head  us  toward 
the  rocks  if  we  are  not  careful.  We 
get  into  it  because  of  competition 
and  we  say,  ‘Well,  So-and-so  is  do¬ 
ing  it,  so  we  will  do  it.’  I  don’t  see 
where  the  combined  folly  of  a  lot 
of  people  should  make  wisdom.  We 
are  heading  tow'ard  longer  and  long¬ 
er  financing  terms,  and,  I  say,  most 
of  us  now  are  getting  into  the  lower 
bracket  class  of  income  earners,  and 
when  you  mortgage  the  average 
$150-a-month  man’s  income  for 
three  years,  you  are  taking  an  aw¬ 
fully  long  gamble.  ...  I  don’t  think 
three-year  terms  and  no  carrying 
charges  and  indiscriminate  trade-* 
ins  are  sound  financing.” 

Mr.  A.  I.  Denburg,  of  Kresge 
Department  Store.  Newark,  stressed 
the  dangers  of  the  winter  financing 
plan  for  refrigerators.  “We  as 
stores  having  lilxral  policies  know 
that  when  a  customer  buys  a  refrig¬ 
erator  in  November  she  is  going  to 
pay  in  .April,  and  with  new  models 
coming  out  anywhere  from  Decem¬ 
ber  to  February  1st,  if  she  hasn’t 
made  any  down  payment  on  that 
refrigerator,  she  is  going  to  return 
it  for  a  newer  model.” 


What  of  the  Future? — The  Relation  to  Retailing  of  Present 
Trends  in  the  Appliance  and  Building  Fields 

By  G.  M.  Halverson,  L.  S.  Ayres  &  Co.,  Indianapolis,  Ind. 


Last  spring,  I  endeavored  to 
make  quite  an  extensive  survey 
to  prove  to  myself  a  couple  of 
ix)ints.  It  happened  that  one  day  in 
conversation  the  head  of  our  interi¬ 
or  decorating  dejiartment  made  the 
remark  that  the  kitchen  is  the  ])lace 
of  primary  interest  in  a  woman’s 
mind.  If  that  were  the  case.  I  felt 
that  many  of  us  were  passing  up 
])articular  ojjportunities  for  provid¬ 
ing  a  contact  for  the  woman  to  ex¬ 
press  that  intere.st  and  thus  open 
the  dfxjr  to  the  rest  of  the  house. 

Most  de]xirtment  stores  have  gone 
in  for  some  minor  effort  in  the  kit¬ 
chen  field.  I  found  a  general  con¬ 
sensus  of  opinion  tliat  the  kitchen 
is  the  ()])en  door  to  the  whole  house 
in  our  home  furnishings  field,  but 
I  found  very  few  places  that  really 
liad  exploited  that  opportunity. 

Also,  in  this  survey,  I  determined 
to  my  own  satisfaction  that  the  place 


of  primary  interest  in  the  man’s 
mind  is  the  heating  plant.  I  think 
you  will  find  that  the  man  has  made 
up  his  mind  to  have  a  modern  heat¬ 
ing  plant.  Not  many  of  us  have 
done  much  alxiut  that  yet. 

Of  course,  we  are  all  aware  of  the 
ix)ssible  future  exploitation  of  air 
conditioning  in  the  retail  field.  I 
will  pass  this  out  for  a  definite  fact : 
that  air  conditioning  for  domestic 
use  is  so  tlioroughly  tied  up  with 
insulation  that  it  is  questionable 
whether  it  will  apply  to  the  house 
that  is  already  built  without  a  tre¬ 
mendous,  almost  an  exorbitant  cost. 
.So,  that  is  a  very  limiting  factor  in 
our  approach  as  retailers  to  the 
package  air  conditioning  job. 

There  are.  however,  larger  fac¬ 
tors  that  we  have  not  l<x)ked  upon 
as  having  a  close  retail  aiqflication 
tliat  perhaps  we  should  consider.  It 
is  in  that  field — and  I  mean  the 
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building  and  the  housing  field — that 
I  would  like  to  project  this  thought 
for  the  future. 

In  endeavoring  to  judge  this  fu¬ 
ture,  I  should  like  to  refer  to  the 
automotive  industry,  which  has  been 
the  biggest  industrial  develojnnent  in 
the  past  twenty  years.  I  give  you 
for  your  consideration  the  ix)ssibili- 
ty  that  the  home,  the  building  indus¬ 
try,  will  lie  the  biggest  single  in¬ 
dustrial  development  of  the  next 
twenty  years.  I  ask  you  to  consider 
as  retailers  what  part  we  may  have, 
what  plan  we  should  make  to  in¬ 
clude  ourselves  as  part  of  that  tre¬ 
mendous  industrial  trend. 

Let  us  go  back  to  the  automobile 
industry  for  a  historical  approach  to 
the  future.  It  started  with  a  need. 
Then  it  went  into  the  period  of  in¬ 
vention.  Then  came  the  pericxl  of 
standardization ;  and,  with  stand¬ 
ardization,  we  got  mass  production; 
and,  with  mass  production,  lower 
costs.  After  we  had  standardiza¬ 
tion,  mass  production,  and  lower 
costs,  then  we  got  into  the  problem 
of  distribution. 

That  brings  us  to  this  term  “pre¬ 
fabrication”,  which  I  should  like  to 
dispose  of  as  being  nothing  new. 
The  prefabrication  principle  is  ap¬ 
plied  in  all  of  our  large  industries — 
and  that  is  why  I  would  maintain 
that  the  building  industry  is  archaic. 
It  is  the  remnant  of  an  archaic  in¬ 
dustrial  age  because  we  have  not 
developed  in  this  building  industry 
this  standardization  that  we  see  in 
every  other  modern  industry  today. 

Let’s  see  where  w-e  stand  in  the 
building  industry.  Shelter,  of  course, 
is  a  fundamental  need.  The  current 
interest  in  that  need  is  demonstrated 
by  all  the  publicity  we  have  in  the 
newspapers,  magazines,  trade  pap¬ 
ers  and  what  not,  on  housing. 

We  have  seen  the  development  of 
that  need  in  a  convenient  form, 
sometimes  called  “functional”,  and 
don’t  let  that  word  frighten  you. 
Functional  is  nothing  but  having  a 
purpose;  purposeful  is  all  there  is 
to  it.  We  have  already  seen  in  our 
housing  development  a  number  of 
functional  developments,  although 
we  don’t  perhaps  recognize  them  as 
such.  We  have  seen  the  complete 
transformation  of  the  bathroom  on 
a  purely  functional  basis.  Instead 
of  a  great,  big,  rambling  room,  we 
have  a  well-defined  room  with  stand¬ 
ardized  fixtures.  We  have  gone  in¬ 
to  standardization  in  that  room. 

We  have  seen  a  complete  trans¬ 
formation  of  the  basement.  Instead 
of  the  old  catch-all,  we  have  a  nice 


The  Convention  adopted  the 
following  resolution  relative  to 
the  housing  movement: 

RESOLVED,  That  the  Na¬ 
tional  Retail  Dry  Goods  Asso¬ 
ciation  approves  and  urges  the 
extension  of  the  Federal  Hous¬ 
ing  Act  and  hereby  approves 
the  objectives  thereof,  and 
IT  IS  FURTHER  RE¬ 
SOLVED,  That  the  Congress 
of  the  United  States  be  ad¬ 
vised  of  this  resolution. 


basement  and  we  have  a  social  room 
in  most  cases.  We  have  seen  a  signi¬ 
ficant  trend  in  the  general  applica¬ 
tion  of  electricity  to  the  home.  We 
have  seeji  a  transformation  of  the 
kitchen  into  a  small,  compact,  con¬ 
venient.  functional  room.  One  of  the 
most  significant  changes,  I  Ixjlieve, 
is  the  attached  garage. 

We  have  seen,  and  are  seeing, 
tremendous  applications  of  the  engi¬ 
neering  mind  to  this  inventive  fac¬ 
tor  in  homes.  We  have  an  entirely 
new  thinking  about  homes,  a  new 
architectural  approach,  a  functional 
approach,  if  you  want  to  call  it  that. 
As  we  perfect  this  inventive  ap¬ 
proach,  then  we  will  get  into  the 
standardized  field.  Standardization 
in  the  home  I  don’t  think  means  an 
identical  house,  nor  does  it  mean  a 
modern  house.  The  automobile  is 
not  an  identical  unit,  and  yet  it  is  a 
standardized  unit.  It  applies  itself 
to  the  mass  production  principle, 
and  mass  production  lowers  cost. 

The  house  of  the  future,  I  be¬ 
lieve,  will  he  that  standardized  home 
— units  so  standardized  that  any  of 
us  can  pick  them  out  and  put  them 
together  to  meet  our  own  particular 
requirements.  We  can  put  this  little 
portico  on  the  front  and  have  green 
trim  or  red  trim  and  have  a  differ¬ 
ent  house.  We  can  actually  arrange 
the  rooms  differently,  I  l)elieve,  in 
the  standardized  house  and  still  we 
can  have  the  advantage  of  stand¬ 
ardized  production. 

So,  if  we  can  judge,  if  this  future 
projection  will  bring  this  stand¬ 
ardized,  better  ht)use  at  a  lower  cost, 
what  is  it  going  to  lead  us  to  ?  Who 
is  going  to  sell  this  home?  Will  it 
be  department  store  retailers  as  we 
know  them  ?  A  woman  who  has 
done  a  tremendous  amount  in  fol¬ 
lowing  this  field  told  me  recently 
that  she  believed  that  the  day  would 
come  when  we  would  have  a  house 
complete  with  furnishings  and 
equipment  and  the  car  in  the  gar¬ 


age,  all  on  one  sale,  all  the  pay¬ 
ments  made  as  one  payment,  and 
that  is  going  to  have  tremendous  im¬ 
plications.  Where  is  the  retailer 
who  now  sells  these  appliances,  who 
now  sells  these  furnishings,  going 
to  be  if  that  does  develop? 

Perhaps  of  greater  significance  to 
us  as  retailers,  perhaps  of  more  im¬ 
mediate  significance  to  us.  is  the  in¬ 
creased  purchasing  power  that  this 
house  will  make  possible.  If  you  can 
build  what  is  today  a  $15,000  house 
for  $8,000  or  $10,000,  there  is  going 
to  be  more  money  available  to  the 
home  owner  for  other  things.  It  is 
only  natural  to  assume  that  he  may 
spend  more  of  that  money  right  in 
that  home — ^he  will  put  more  gad¬ 
gets  in.  as  most  of  us  do  in  our 
automobiles,  and  that  should  lie  of 
real  interest  to  us  as  retailers. 

All  of  us  have  had  some  experi¬ 
ence  with  the  appliance  field.  Most 
of  us  were  a  little  late  in  getting  in 
on  it.  I  put  the  question  to  you: 
-Are  we  going  to  be  late  in  getting 
in  on  this  tremendous  building  in¬ 
dustry  development?  I  would  say 
that  most  of  us  in  the  retail  field 
should  pursue  this  ap])roach :  First, 
an  impartial  study.  \\’hat  are  the 
trends?  What  are  their  significan¬ 
ces?  What  is  it  going  to  mean  to 
us?  With  that  study,  we  will  have 
to  determine  certain  fundamentals. 

There  is  going  to  lx:  a  lot  of  gad- 
gety  thinking  in  this  thing.  We  are 
going  to  have  free  wheeling  and  all 
the  other  gadgets  that  went  with 
the  automobile  aud  the  sixteen 
cylinder  car  and  the  twenty-four 
cylinder  car — all  sorts  of  crazy  no¬ 
tions  and  ideas.  To  l)e  right,  we 
have  to  study  it  carefully.  We  have 
to  determine  certain  fundamentals 
in  the  thing.  We  have  to  recognize 
them,  live  close  with  them,  not  to 
make  mistakes;  and  finally  I  believe 
we  are  going  to  have  to  apply  more 
imagination  to  this  thing,  free  our 
thinking,  and  project  it.  through 
solid  imagination,  the  kind  of  imag¬ 
ination  that  has  gone  into  the  auto¬ 
mobile  industry,  to  take  it  out  of 
nothing  and  build  it  to  tremendous 
things — ^project  ourselves  in  our  re¬ 
tailing  field  by  imagination  into  this 
picture,  and  what  it  will  mean  to  us 
as  retailers  will  depend  pretty  large¬ 
ly  on  how  we  approach  it. 

What  of  the  future?  Nobody 
knows.  There  are  trends.  Coming 
events  cast  their  shadows  before 
them.  There  are  long  shadows,  and 
I  believe  that  we  retailers  had  bet¬ 
ter  stop,  look  and  listen  to  this  fu¬ 
ture. 
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Merchandising  Cosmetics  and  Toilet  Goods 

Chairman,  Leo  Bertisch, 

Giinbel  Bros.,  New  York 


Manufacturers’  Fair  Trade  Practice  Rules:  Definition, 
Application,  and  Effect  Upon  Retailers 

By  Herman  Brooks,  President,  Toilet  Goods  Association,  Inc. 


IT  seems  to  me  that  fair  trade 
hills,  p.m.’s,  demonstrators,  and 
the  like,  really  relate  not  to  our 
business  as  manufacturers,  but  rath¬ 
er  more  closely  to  your  business  as 
retailers  and  distributors,  which 
functions  we  have  from  time  to  time 
l)cen  forced  in  greater  or  less  de¬ 
gree  to  assume. 

During  past  years,  when  fair 
trade  bills  or  resale  price  mainte¬ 
nance  laws  were  before  Congress  or 
state  legislatures,  department  stores, 
as  a  whole,  while  sympathizing  with 
the  aims  of  the  manufacturers  and 
insisting  that  they  should  better  reg¬ 
ulate  their  prices,  went  on  record 
definitely  against  such  legislation. 

In  view  of  the  fact  that  the  Su¬ 
preme  Court  of  the  United  States 
has  held  the  California  Fair  Trade 
Law  to  be  constitutional,  there  is 
a  greater  likelihood  of  Federal  legis¬ 
lation  lK*ing  discussed  and  succeed¬ 
ing  at  this  present  session  of  Con¬ 
gress.  If  you,  as  retailers,  know  of 
any  better  method  of  control  of  fair 
retail  prices,  we  are  ready  to  spon¬ 
sor  such  movement.  Remember 
that  most  statutes  are  passed,  not 
because  the  majority  of  the  people 
are  habitual  law-breakers,  but  be¬ 
cause  a  reckless  minority  is  some¬ 
times  uncontrollable  and  cannot  be 
persuaded,  through  reason,  to  cor¬ 
rect  the  evil  of  their  ways. 

A  decade  and  a  half  ago,  the  con¬ 
sumption  of  cosmetics  and  toiletries 
was  negligible  by  comparison  with 
their  widespread  demand  and  use 
today.  In  the  period  from  about 
1918  to  1922  and  1923,  department 
stores  used  their  toilet  goods  sec¬ 
tions  to  attract  people  to  their  stores. 
Chain  stores  were  not  as  numerous 
as  now,  and  while  they  carried  com¬ 
paratively  few  toilet  goods  items, 
they  used  them  for  the  same  pur¬ 
pose.  Druggists  were  enjoying  some 
toilet  goods  business,  but  were  not 
very  vitally  interested  in  develop- 
ing  it. 

With  the  growing  demand  for 
toiletries,  the  number  of  calls  in 
drug  and  chain  stores  increased.  The 
greater  the  distribution,  the  more 


rampant  price-cutting  became — and 
cut  retail  prices  in  those  days  were 
not  based  on  any  scientific  formula, 
but  were  arbitrarily  placed  on  mer¬ 
chandise  by  the  retailer.  Some 
druggists,  through  their  state  and 
county  pharmaceutical  associations, 
Ijecame  conscious  of  this  growing 
demand  for  toiletries,  and  realized 
the  necessity  for  more  stable  market 
conditions. 

A  few  years  later  we  heard  of  the 
first  Capper-Kelly  Bill.  Some  manu¬ 
facturers,  at  the  beginning  of  this 
agitation  for  better  retail  prices, 
were  reluctant  to  take  a  strong  po¬ 
sition,  for  they  saw  their  sales  grow¬ 
ing  rapidly  and  were  afraid  that 
higher  retail  prices  would  tend  to 
decrease  them.  They  did  not  fore¬ 
see  at  that  time  what  would  or 
could  happen  to  their  lines  of  mer¬ 
chandise  if  dealers  lost  interest  and 
withdrew  support — and  the  com¬ 
plaints  l)ecame  more  numerous  that 
the  public  was  growing  suspicious 
of  the  genuineness  of  products  when 
the  prices  were  too  low. 

In  the  middle  20’s,  however,  quite 
a  few  toilet  goods  manufacturers 
saw  the  need  for  some  form  of  sta¬ 
bilization,  but  they  were  handicap- 
{)ed  because,  not  only  were  some  of 
them  cited  by  the  Federal  Trade 
Commission,  but  their  channels  of 
distribution  had  widened  so  much 
that  control  of  merchandise,  once  it 
left  their  premises,  was  almost  im¬ 
possible. 

In  1931,  due  to  the  activities  of 
the  California  Pharmaceutical  Asso¬ 
ciation,  department  stores,  and  chain 


The  National  Retail  Dry  Goods 
Association  is  whole-heartedly, 
unalterably  opposed  to  predatory 
price-cutting,  the  type  of  price  cut¬ 
ting  which  inevitably  must  result  in 
the  absolute  destruction  of  proper¬ 
ty.  But  it  is  a  far  cry  from  that 


druggists  in  that  state,  a  statute  was 
passed.  This  is  the  law  which  has 
just  been  passed  upon  by  the  Su¬ 
preme  Court.  Within  a  compara¬ 
tively  short  time  after  this  Cali¬ 
fornia  statute  was  enacted,  fourteen 
other  state  legislatures  passed  simi¬ 
lar  laws.  I  have  information  to  the 
effect  that,  within  the  next  ninety 
days,  twenty-seven  similar  bills  will 
be  considered  by  state  legislatures. 
All  of  this  is  bound  to  impress  itself 
uix)n  Congress,  anti  that  is  why 
many  of  us  believe  that  the  chances 
of  Federal  legislation  have  im¬ 
proved. 

Can  we  get  our  department  store 
friends  and  customers  to  help  us  ob¬ 
tain  Federal  legislation?  We  hope 
we  can.  Many  manufacturers  would 
not  encourage  the  passage  of  fair 
trade  bills  if  they  could  receive  as¬ 
surance  from  the  trade  that  their 
merchandise  would  lx;  carried,  dis¬ 
played,  and  sold  willingly,  regard¬ 
less  of  what  kind  of  retail  prices  or 
competitive  conditions  existed.  But 
we  are  living  in  the  United  States, 
not  Utopia. 

We  have  had  some  price  mainte¬ 
nance  through  moral  suasion  for  a 
few  years,  and  you  have  learned  how 
to  hold  and  even  increase  your  vol¬ 
ume  despite  fewer  cut  price  sales  of 
nationally  advertised  merchandise 
and  many  less  “specials”. 

It  won’t  surprise  you,  I  am  sure, 
for  me  to  tell  you  that  manufactur¬ 
ers  often  believe  that  you  have  a 
duty  not  only  to  your  customers, 
but  to  your  suppliers  as  well.  We 
are  at  all  times  ready  to  do  more 
and  more  to  improve  the  demand 
for  our  merchandise,  and  to  help 
you  achieve  greater  volume,  but 
some  assistance  and  cooperation 
from  you  are  necessary. 


to  price  maintenance  laws  and  price 
fixing  laws. 

Very  often  the  attempts  to  cure  an 
existing  evil,  which  is  usually  not 
jxirticularly  widespread,  although 
harrassing  where  it  does  exist,  create 
a  greater  evil  than  that  which  is 
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sought  to  be  cured.  That  is  what  we 
object  to. 

We  do  not  question  the  right  of 
an  individual  manufacturer  to  see 
that  this  product  is  not  destroyed 
and  that  it  is  marketed  according  to 
sound  ideas.  If  he  wants  to  adopt  a 
policy  that  he  will  not  sell  to  price 
cutters,  he  is  at  perfect  liberty  to 
do  so. 

During  the  depression,  California 
had  the  price  maintenance  law.  How 
many  manufacturers  during  that 
time  decreased  the  legal,  maintained 
price  of  their  merchandise  in  Cali¬ 
fornia?  I  couldn’t  find  any,  but  I 
did  find  numerous  manufacturers 
who,  lx*cause  their  volume  was  fall¬ 
ing  off  that  they  required  a  little 
more  dollar  profit,  had  raised  the 
price  to  the  retailer — decreased  his 
spread,  but  maintained  theirs. 

These  price  maintenance  laws 
may  or  may  not  be  upheld  by  the 
state  courts  because  of  the  Supreme 
Court  decision ;  nevertheless,  we 
will  soon  have  a  test  on  that.  If 
there  are  price  maintenance  laws,  I 
want  to  say  that  we  are  going  to 
attempt  in  every  way  possible  to 
modify  the  proposed  text  of  those 
laws. 

I  am  going  to  attempt  to  see  to 
it  that,  where  it  is  apparent  that 
there  is  no  open  competition  among 
nationally  advertised  items,  the  right 
of  price  fixing  shall  be  taken  away. 
Possibly  in  cosmetics  it  isn’t  so  im¬ 
portant,  but  it  is  in  the  everyday 
drug  needs  of  families.  And,  if  it  is 
possible  for  me  to  do  it,  I  am  going 
to  see  that  every  one  of  those  laws 
contains  a  provision  that  no  manu¬ 
facturer  shall  have  any  right  to  fix 
prices  on  his  merchandise  unless  he 
makes  every  size  package  of  that 
merchandise  available  to  every  one 
of  his  customers — so  that  he  can’t 
put  up  a  package  to  sell  for  ten 
cents  only  in  the  five-and-ten-cent 
stores. 

There  is  great  danger  in  laws  of 
the  type  of  the  Robinson-Patman 
Law  and  the  resale  price  mainte¬ 
nance  laws,  and  that  is  that  we  are 
setting  up  in  this  country  a  tremend¬ 
ous  vertical  monopoly.  The  whole¬ 
sale  druggist  is  not  only  going  to 
dictate  to  the  retailer,  his  customer, 
but  to  the  manufacturer  likewise. 

There  is  talk  already  among 
groups  of  large  retailers  of  estab¬ 
lishing  their  own  national  brands 
for  distribution.  Groups  of  these  re¬ 
tailers  who  will  go  into  this  busi¬ 
ness.  either  themselves  or  by  con¬ 
trolling  some  already'  national  or¬ 
ganization,  will  affect  every  retailer 


in  this  country  adversely,  liecause 
they  will  take  the  game  into  their 
own  hands,  if  they  are  compelled  to 
do  so,  by  legislation.  Somehow  or 
other,  the  big  man  comes  out  on  top, 
no  matter  what  legislation  is  passed. 

The  best  thing  to  do  about  the 
Robinson-Patman  Law  at  the  pres¬ 
ent  time  is  to  forget  it  to  as  great 
an  extent  as  possible — both  manu¬ 
facturer  and  retailer,  who  are  doing 
what  they  think  a  perfectly  right, 
legitimate  and  ethical  thing.  In  your 
branch  of  the  industry,  five  cases 
have  been  started  by  the  Federal 
Trade  Commission  against  worthy 
opponents,  but  I  don’t  believe  we 
can  look  for  any  final  decision  within 
a  year  and  a  half  or  two  years,  un¬ 
less  some  case  is  given  an  immedi¬ 
ate  right  of  way. 

There  is  nothing  in  this  Robinson- 
Patman  Law  that  permits  manufac¬ 
turers  to  get  together  and  fix  any¬ 
thing  among  themselves  for  imposi¬ 
tion  upon  retailers.  Nor  is  there 
anything  that  prevents  a  manufac¬ 
turer  from  fixing  his  own  selling 
and  marketing  terms  and  conditions, 
provided  he  conforms  to  certain 
si)ecifications  in  the  law.  Don’t  try 
to  get  him  to  do  anything  that  obvi¬ 
ously  may  get  him  into  trouble,  but 
try  to  induce  him  to  have  courage 
enough  to  fight  for  his  own  rights 
— ^not  to  give  advantage  to  one  that 
he  won’t  give  to  another.  He  is  en¬ 
titled  to  treat  the  store  that  will  give 


SOME  months  ago.  I  took  a  trip 
around  the  country  and  visited 
innumerable  drug  and  cosmetic  de¬ 
partments.  They  were  all  the  same. 
They  all  lacked  individuality.  I  feel 
that  in  the  future  they  definitely 
must  become  more  individual ;  they 
must  stop  l)eing  manufacturers’ 
show-rooms  within  a  department 
store ;  they  should  belong  to  that 
store. 

Different  stores  in  different  towns 
stand  for  different  things.  I  don  t 
know  why  the  toilet  goods  depart¬ 
ment  can’t  l)e  as  individual  as  the 
store  is  in  that  community.  The  de¬ 
partment  manager  that  will  accom¬ 
plish  this  will  be  one  who  will  have 
a  much  keener  appreciation  of  style, 
of  present  trends,  of  current  knick- 
knacks  and  gadgets.  The  depart¬ 
ment  manager  of  tomorrow  will  be 


him  a  guaranteed  volume  differently 
from  the  store  which  gives  him  only 
a  hope  of  orders  to  come. 

On  the  question  of  demonstra¬ 
tions,  the  law  is  so  indefinite  that 
we  haven’t  made  up  our  minds — 
neither  has  Mr.  Patman  or  anybody 
else — just  what  “proportion”  is.  Per¬ 
sonally,  I  feel  that  demonstrators 
are  all  right.  After  all,  the  store 
that  has  the  demonstrator  is  not  nec¬ 
essarily  going  to  get  all  the  business 
in  that  merchandise.  The  question 
of  the  demonstrator  as  the  hidden 
pusher  of  merchandise  is  another 
story.  W’hether  that  is  fair  or  not 
is  a  question.  The  Circuit  Court 
of  the  United  States  many  times  has 
declared  that  it  is  perfectly  fair. 

The  Robinson-Patman  Act  was 
not  foisted  on  retailers.  They  invited 
it :  they  demanded  it.  I  think  they 
have  made  a  tremendous  mistake, 
and  I  think  some  of  them  are  be¬ 
ginning  to  realize  it.  They  expected 
immediate  equal  buying  power  with 
the  large  chains,  and  they  have  had 
nothing  of  the  kind.  Years  from 
now,  there  may  be  a  decision  that  a 
manufacturer  who  sells  to  both 
wholesalers  and  retailers  must  so 
discriminate  between  the  two  that 
the  customer  of  the  wholesaler  will 
be  able  to  buy  at  the  same  price  as 
the  retailer,  but  that  is  so  far  off 
that  I  think  our  grandchildren  will 
l)e  more  concerned  with  it  than  we 
are. 


one  whose  personality  and  individ¬ 
uality  are  strong  enough  to  ex¬ 
press  themselves  in  terms  of  that 
department. 

I  see  the  department  of  tomorrow 
one  where  the  importance  of  style, 
the  importance  of  changing  facial 
necessities,  will  be  the  source  of 
making  that  department  important 
to  the  store  and  making  it  important 
to  the  city.  Still,  trends  will  be 
played  up  much  the  same  as  a  new- 
color  is  played  up  today,  a  new  style 
in  handbags,  or  a  new  shoe. 

The  successful  department  of  the 
future  will  have  fewer  lines.  It  won’t 
tend  just  to  contract  lines,  but  its 
department  manager  will  be  keen 
enough  to  recognize  something  new 
or  something  different  and  promote 
it  in  the  right  way.  Therein  lies  the 
individuality  that  makes  that  depart¬ 
ment  stand  out  in  the  store. 
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This  awakening  on  the  part  of  the 
niercliandise  men  and  the  store  own¬ 
ers  to  the  style  possibilities  of  the 
cosmetic  departments  is  something 
we  will  have  to  encourage.  The  de¬ 
partment  of  tomorrow  will  make 
bigger  and  broader  use  of  style 
sources,  Ixith  here  and  abroad,  in  an 
effort  to  get  out  one  little  gadget 
or  one  individual  thing  to  put  out 
and  advertise.  Whether  any  of  these 
things  will  mean  much  in  the  way  of 
profit  and  dollars  is  questionable, 
init  1  do  know  that  it  adds  this  in¬ 
dividuality,  this  difference,  this  little 
something  to  make  people  talk,  and, 
indirectly,  that  can’t  help  profit  the 
store. 

Beauty  and  cosmetic  treatments 
today  are  still  something  for  the 
chosen  few.  I  think  the  department 
store  of  tomorrow  will  go  after  that 
market.  I  see  the  department  of  the 
future  as  one  which  will  give  even 
more  lectures,  even  more  demonstra¬ 
tions.  even  more  clinics,  if  you  will, 
than  are  l)eing  given  at  the  present 
time.  They  will  be  given  by  people 
who  are  qualified,  by  authorities  in 
the  field.  I  don’t  think  it  is  too  far¬ 
fetched  to  see  department  store 
toilet  gcHxls  departments  sponsoring 
talks  on  beauty,  skin  health,  body 
health,  in  schools,  colleges,  clubs, 
places  quite  remote  from  the  point 
of  sale. 

Tomorrow’s  toilet  goods  depart¬ 
ments  will  add  sections  and  will  drop 
sections.  I  think  the  department  of 
tomorrow  is  already  working  on  the 
addition  of  a  big  new  section  in  toilet 
goo<ls.  and  that  is  a  men’s  section. 

Individuality  can  well  be  tied  up 
with  arrangement.  The  trend  in 
present-day  display  will  l)e  along  the 
lines  of  ease  of  selection,  presenta¬ 
tion.  self-selling  by  the  customers — 
which  is  certainly  in  opposition  to 
the  layouts  and  the  type  of  selling 
in  most  toilet  goods  departments 
today. 

I  want  to  turn  now  to  the  drug, 
proprietary  and  sundry  sections  of 
the  toilet  goods  departments.  In  the 
past  years,  I  think  their  significance 
and  importance  have  certainly  in¬ 
creased  in  the  customers’  minds  as 
places  where  you  can  buy  with  con¬ 
fidence.  I  see  the  department  of  to¬ 
morrow  continuing  to  improve  and 
build  up  that  confidence  by  increased 
training  of  salespeople,  by  better  se¬ 
lection  of  personnel,  by  much  more 
extensive  use  of  pharmacists,  and  I 
would  even  go  so  far  as  to  say  that 
doctors  directly  connected  with  the 
selling  staff  or  with  the  buying  staff 
have  a  certain  possibility — certainly 


from  the  point  of  educating  clerks 
in  giving  lectures  and  medical  talks 
to  the  buying  staff. 

I  feel  that  the  department  of  to¬ 
morrow  will  take  a  radical  step  in 
divorcing  a  lot  of  mongrel  sections 
that  have  grown  up  and  become  at¬ 
tached  to  those  departments  in  the 
last  four  or  five  years.  I  can  see  no 
reason  why  glassware  sections 
shouldn’t  be  given  back  to  the  glass¬ 
ware  buyer,  and  the  dresser-set  cus¬ 
tomer  shouldn’t  go  to  the  Ixnidoir 
shop  to  buy  her  dresser  set.  The 


OXTRARY  to  the  belief  of  a 
great  many  executives,  toilet 
goods  departments  in  the  great  ma¬ 
jority  of  stores  around  the  country 
are  profitable  departments.  It  is  my 
belief  that  the  reason  major  execu¬ 
tives  of  the  store  think  of  the  toilet 
goods  department  as  a  loss  depart¬ 
ment  is  due  to  the  fact  that  buyers 
stress  the  comparative  angle  of  the 
business,  which  is  not  as  important 
as  it  is  made  out  to  be.  When  an 
executive  signs  a  markdown  to  meet 
competition,  an  indelible  impression 
is  left  that  the  department  is  losing 
a  great  deal  of  money.  The  next 
time  the  department  location  is  con¬ 
sidered,  it  is  pushed  back  somew’here 
among  the  closets  and  receiving  ele¬ 
vators. 

If  we  go  to  the  figures  of  the 
Controllers’  Congress,  we  find  that 
the  sales  per  square  foot  in  the 
toilet  goods  departments  range 
among  the  first  five  departments  in 
the  store.  One  of  the  large  stores  in 
New'  York,  which  was  reputed  to 
operate  its  toilet  goods  departments 
at  a  terrific  loss  and  which  had  the 
department  at  the  back  of  the  store, 
is  supposed  to  have  converted  it  into 
a  profitable  department — and  it  is 
now  located  right  in  the  center  of  the 
store.  Which  is  the  cause  and  which 
is  the  effect  is  hard  to  tell,  but  there 
seems  to  be  a  direct  correlation  be¬ 
tween  profits  in  a  drug  department 
and  an  advantageous  location. 

Let  us  now'  look  at  the  various 
classifications  that  make  up  toilet 
goods  and  drug  departments.  Per¬ 
haps  it  would  be  advisable  to  make  a 
study  of  the  classifications  that  go 
into  a  toilet  goods  department  and 
establish  a  standard,  uniform  mer- 


buyer  of  tomorrow'  should  concen¬ 
trate  on  the  field  that  is  really  his. 

The  toilet  goods  department  of 
tomorrow'  will  develop  along  two 
main,  broad  lines :  First,  the  drug 
end  of  the  business  will  become 
much  bigger,  much  more  ethical, 
much  more  scientific,  and  the  other 
end,  the  toilet  goods,  perfume  and 
cosmetics,  will  not  be  just  service 
stations  for  a  thousand  and  one 
things  in  bottles  and  jars,  but  really 
a  place  to  go  to  for  body  health 
and  skin  beauty. 


chandise  classification  throughout 
the  country. 

For  convenience,  the  classifica¬ 
tions  w'e  speak  of  here  are : 

1.  Proprietary  preparations 

2.  Toilet  articles 

3.  Soaps 

4.  Hospital  supplies 

5.  Bristle  goods 

6.  Miscellaneous,  such  as  insecti¬ 
cides,  razors,  and  other  items,  de¬ 
pending  upon  store  policy,  I  have 
omitted  from  this  discussion  a  pre¬ 
scription  department,  because  very 
few  stores  have  it. 

These  classifications  are  not  uni¬ 
formly  profitable,  and  w'ithin  these 
classifications  the  profit  picture  is 
not  uniform.  From  the  figures  of 
several  stores,  we  found  that  al¬ 
though  three  times  the  business  was 
done  in  the  nationally  advertised 
proprietary  preparations  as  against 
private  brands,  the  gross  profit  in 
dollars  in  the  private  grouping  was 
three  times  that  of  the  national 
brands. 

The  buyer  must  w'atch,  how'ever, 
to  see  that  the  national  brands  are 
adequately  represented  in  the  store, 
for  the  primary  purpose  of  the  drug 
department  is  to  supply  consumer 
demands.  We  forget  the  customers 
still  want  the  things  they  read  about 
and  hear  about. 

The  most  profitable  classification 
of  all  is  undoubtedly  the  toilet  arti¬ 
cles  and  cosmetics  group.  This  is 
almost  entirely  national  brands,  and, 
due  to  an  adequate  markdown  pro¬ 
vision  and  very  negligible  mark- 
downs,  at  the  present  time  it  gives 
the  average  department  a  good  gross 
profit. 


Merchandising  for  a  Profit  in  the  Toilet  Goods 
and  Drug  Departments 

By  Bernard  W.  Smith,  Divisional  Merchandise  Manager, 
Gimhel  Bros.,  New  York,  N.  Y. 


February,  1937  The  Bulletin  of  the  National  Retail  Dry  Goods  Association  65 


M  er  ch  an di sin  g 


The  soap  classification  is  similar 
to  the  drug  classification.  Here 
again,  we  may  find  controlled  brands 
not  selling,  as  a  total  more  than 
national  brands,  but  the  profit  on 
the  former  as  against  the  profit  on 
the  latter  will  give  you  a  much  larg¬ 
er  total  profit  and  an  adequate  av¬ 
erage. 

Hospital  supplies  and  rubber 
goods  are  always  good,  profitable 
items,  but  we  have  not  yet  found  a 
satisfactory  way  of  promoting  them 
in  a  big  way.  There  is  a  problem 
for  the  sales  promotion  division. 

Bristle  goods  and  toiletwares  are 
always  a  profitable  classification,  but 
the  business  is  very  seasonal,  and 
is,  therefore,  a  very  dangerous 
gamble  for  a  buyer  to  depend  on 


for  his  profit  in  order  to  average  his 
year’s  operations. 

If  we  look  back  at  the  groupings, 
we  find  that  the  secret  of  merchan¬ 
dising  the  toilet  goods  and  drug  de¬ 
partments  to  a  profit  is  based  on 
three  factors: 

First :  that  the  location  l)e  such 
as  to  insure  easy  pick-ups,  and  the 
display  so  arranged  as  to  make  the 
most  profitable  classifications  in  the 
(lepartment  stand  out. 

Second,  that  a  proper  relationship 
lie  developed  between  controlled  and 
national  brands,  so  that  an  adequate 
profit  is  insured  and  at  the  same 
time  stocks  of  the  type  of  merchan¬ 
dise  that  the  consumer  wants  are 
carried. 

Third,  that  the  toilet  goods  sec¬ 


tion,  which  is  an  invportant  and 
profitable  part  of  the  departments, 
be  continued  that  way.  The  margin 
of  profit  that  now  exists  is  as  yet 
too  slim  to  be  able  to  withstand 
tamj)ering  to  any  extent.  Buyers 
must  therefore  foster  and  promote 
the  profitable  parts  of  their  depart¬ 
ments  in  order  to  achieve  a  real 
merchandising  profit. 

Many  buyers  are  letting  them¬ 
selves  believe  that  price  fixing  is  the 
answer  to  their  profit  problem.  That 
is  only  a  delusion,  as  the  secret  of 
profits  always  lies  in  the  thinking, 
the  work,  and  the  analysis  that  the 
buyer  puts  into  his  own  department 
— and  that  can  never  be  done  for 
the  buyer  by  legislation  in  Wash¬ 
ington. 


•  Merchandising  Piece  Goods  • 

Chairman,  Herbert  H.  Benington,  L.  Bamberger  &  Co.,  Newark,  N.  J. 


Where  Are  Your  Future  Customers  Coming  From? 

By  Mrs.  Edna  Bryte,  Instructor  of  Sewing  Teachers,  Jersey  College  for 
Women,  New  Brunswick,  N.  J. 


The  future  customers  for  the 
piece  goods  departments  are 
now  in  the  public  schools.  More 
than  the  piece  goods  people  are 
looking  hopefully  toward  this  group 
of  future  customers.  Manufacturers 
of  all  kinds  of  foods  and  a  great 
variety  of  household  equipment  have 
a  calculating  eye  on  these  young 
people. 

You  have  spent  much  money,  too. 
You  have  mailed  us  swatches ;  you 
have  sent  us  pattern  numbers  as  sug¬ 
gestions  for  making  garments.  You 
have  a  fashion  show  each  season, 
and  you  invite  teachers  of  clothing 
to  come  with  their  classes.  You 
offer  us  a  discount,  and  still  business 
gets  no  better.  You  could  give  a 
dress  length  to  every  girl  who  is 
starting  in  the  clothing  class  and  say 
to  her,  “Make  this  dress.  We  will 
give  you  the  fabric  and  we  will  give 
you  the  pattern.” — And  still  she 
won’t  want  to  be  a  dressmaker ! 
She  will  be  Interested  only  if  she  is 
sure  of  making  a  garment  she  really 
wants  and  can  wear. 

Do  you  know  anything  about  the 
qualifications  of  the  clothing  teach¬ 
ers  in  your  community  ?  If  you 
have  just  a  good  finisher,  let’s  say 
an  excellent  finisher,  trying  to  teach 
dressmaking  in  your  community, 
there  is  little  you  can  expect  in  in¬ 
terest  in  dressmaking  from  these 
young  people. 


Do  you  ask  the  clothing  teacher 
to  come  in  to  your  department  and 
put  on  a  fashion  show  with  her  class 
when  they  have  finished  their  cotton 
or  wool  dresses  ?  No,  I’m  afraid  you 
don’t.  And  yet  nothing  I  can  think 
of  would  stimulate  so  much  interest 
to  do  the  best  possible  job. 

The  clothing  teachers  are  anxious 
everywhere  to  do  a  better  job. 
Many  of  them,  it  is  true,  have  no 
conception  of  fashion  or  style.  The 
piece  goods  department  can  do  much 
to  make  them  style  conscious.  Every 
teacher  also  realizes  that  she  could 
do  a  much  better  job  if  more  time 
were  given  to  the  clothing  work.  In 
many  schools  we  have  forty-five 
minutes  a  week;  in  a  few  others,  a 
double  period  of  ninety  minutes ;  and 
an  occasional  teacher  will  have  a  so- 
called  double  period  twice  a  week. 

Now,  not  every  girl  that  comes  to 
us  will  be  a  dressmaker.  The  great 
majority  we  recognize  as  the  home¬ 
makers  of  tomorrow.  Certainly  our 
job  is  getting  teachers  to  teach  these 
girls  to  sew  for  themselves  so  that 


The  Report  of  the  Committee 
on  Home  Sewing  Promotion 
was  presented  at  the  Piece 
Goods  Session.  Copies  are 
available  on  request  to  the 
Merchandising  Division. 


they  can  make  clothes  for  their  little 
children  and  be  better  homemakers. 

The  work  done  in  sewing  can  lx* 
only  as  good  as  the  teacher.  Know 
something  about  the  standard  of 
work  in  30ur  community.  Remem¬ 
ber,  nobody  learns  to  sew  for  the 
sake  of  making  a  beautiful  seam! 
What  girl  cares  anything  about 
making  a  French  seam,  or  whatever 
it  is  she  is  supposed  to  make,  unless 
in  the  end  she  can  see  an  attractive 
garment  she  really  wants  to  wear. 

The  right  clothing  teacher  will  be 
your  best  friend  and  your  best 
means  of  approach ;  she  can  do  more 
for  you  than  radio  or  newspaper  ad¬ 
vertising.  The  clothing  teacher  is 
supposed  to  Ijegin  to  teach  right  se¬ 
lection  for  each  particular  type.  In 
many  cases,  after  we  have  spent  suf¬ 
ficient  time,  and  have  sufficient  illus¬ 
trative  material  for  a  good  lesson, 
the  girl  goes  home  and  her  mother 
buys  material  which  is  altogether 
wrong. 

Now  then,  what  w’e  need  and 
would  like  to  have  is  larger  swatch¬ 
es.  Let  us  pay  for  the  service.  There 
is  no  reason  for  us  to  have  some¬ 
thing  from  you  for  nothing. 

Find  out  what  quality  of  work  is 
being  done  in  the  schools  in  your 
community.  Is  the  equipment  all 
that  it  should  be?  Are  there  twenty 
girls  in  a  class  and  only  one  ma¬ 
chine?  If  this  is  the  condition  in 
your  community,  you  should  know 
about  it. 

Born  in  every  girl  is  the  desire  to 
look  her  ver\’  best.  As  clothing 
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teachers,  we  must  be  ready  to  teach 
them  not  only  dressmaking,  but 
what  to  wear,  wliy,  and  when  to 
wear  it — then,  how  to  make  it  quick¬ 
ly  and  easily. 

You  all  know  that  you  cannot 
wish  anything  on  the  public,  or  sell 
anything  which  they  do  not  want, 
and  our  youth  of  today  cannot  be 


WHILE  the  demand  for  ready¬ 
made  clothes  is  enormous,  there 
is  still,  and  always  will  he,  the 
woman  wlio  likes  to  have  her  own 
ptTsonal  clothes  esi^ecially  made  for 
her — with  her  taste,  her  advantages 
and  her  disadvantages  considered. 
That  is  why  I  think  there  is  a  future 
for  young  women  in  the  dressmak¬ 
ing  and  designing  profession,  if  they 
have  a  feeling  for  clothes,  some  tal¬ 
ent,  a  knowledge  of  sewing,  or  of 
design,  and  the  meaning  of  style. 

.  .'\  seamstress  has  to  have  the  abili¬ 
ty  to  sew  and  know  how  to  handle 
tile  material.  A  dressmaker  should 
know  how  a  dress  should  lie  cut, 
how  it  should  lie  fitted,  and  how  it 
should  Ik*  finished.  She  should  have 
a  knowledge  of  color,  texture  and 
line,  and  the  relation  of  this  to  the 
woman  she  is  working  for.  She 
chooses  her  model  from  fashion 
magazines  of  authority  or  from 
sketches,  and  she  works  from  pat¬ 
terns. 

Tlie  designer  creates,  in  any  or 
all  of  several  different  ways.  She 
may  cut  in  muslin  and  work  on  a 
figure.  She  may  drape  the  actual 
material  on  a  live  model,  or  she 
may  draw*  her  design  on  paper.  In 
any  case,  it  must  come  from  her 
own  head. 

The  American  woman  can  be  as 
well  dressed  by  an  American  cou¬ 
turier  as  a  French  woman  is  by  a 
French  couturier,  when  the  com¬ 
parative  knowledge  of  good  dressing 
is  equal.  We  know  the  life  of  the 
American  woman,  her  tastes,  her 
special  activities,  the  climate  she 
lives  in,  her  type,  and  her  ideal  type 
— which  differ  from  that  of  the 
French  woman. 

Retail  stores  can  cooperate  with 
the  young  w’omen  coining  out  of 
school  who  wish  to  become  dress¬ 
makers  and  designers  by  helping 
them  to  gain  experience  and  giving 
them  a  chance  to  develop  their  fash¬ 
ion  sense  and  their  taste — and  earn 
a  living.  An  ambitious  girl  who  has 


fooled.  Our  appeal  must  be  made  on 
prtKluct :  it  must  equal  the  ready-to- 
wear  in  looks ;  it  should  be  more  in¬ 
dividual;  it  must  cost  less;  it  must 
wear  better. 

The  prime  need  is  that  we  gather 
and  train  more  good  dressmakers 
who  can  teach  lietter  the  making  of 
today’s  clothes  in  today’s  ways. 


talent  and  some  training  could  learn 
things  of  infinite  future  value  to  her 
if  she  were  given  experience  in  the 
stock  room,  selling  fabrics,  model¬ 
ing.  sew'ing  in  the  alteration  room, 
making  dresses  for  display  in  fabric 
departments — in  countless  places  in 
the  big  store. 

In  each  community,  as  young 
dressmakers  succeed,  the  fact  of 
their  success  tends  to  make  a  knowl¬ 
edge  of  dressmaking  a  more  excit¬ 
ing  thing  and  encourage  girls  in 
scIkxjI  to  study  dnd  work  at  it.  It 
is  a  profession  that  can  be  lifted  out 
of  ])lain  drudgery  to  an  interesting, 
expressive  work.  It  can  have  the 
same  glamour  as  painting,  sculpture, 
or  staging  a  play. 

The  store  could  encourage  the 
young  women  who  are  starting  out 
in  this  profession.  It  is  often  diffi¬ 
cult  for  the  dressmaker  of  limited 
means  to  get  first-hand  fashion  in¬ 
formation,  which,  obviously,  is  ex¬ 
tremely  important  to  her  and  to  her 
customer.  The  big  store  can  show 
her  the  new  clothes  as  they  come  in. 
It  can  call  meetings  of  the  dressmak¬ 
ers  and  actually  establish  a  fashion 
clinic  for  discussions  and  demonstra¬ 
tions  of  the  new  fashions,  with  ex¬ 
amples  of  clothes,  sketches,  color 
combinations,  new  fabrics,  and  all 
the  new  accessories  which  perfect 
a  costume. 

Another  difficulty  presents  itself : 


IN  planning  promotions  for  the 
fabric  departments,  there  are  sev¬ 
eral  considerations  which  must  be 
kept  in  mind. 

First  of  all,  there  is  the  custom¬ 
er.  Her  interest  must  be  obtained, 
some  information  must  be  given  her 
which  will  key  itself  to  her  own  life, 
and  some  further  appeal  must  be 
made  to  her  to  complete  the  sale. 


the  means  of  getting  new  customers. 
The  small  dressmaker  can’t  afford  to 
publicize  herself  except  by  word  of 
mouth.  There  is  no  way  for  her 
to  tell  the  world  that  she  exists.  The 
stores  could  Ik*  of  great  assistance 
with  their  established  authority  and 
their  big  organization.  They  could 
exhibit  dresses  in  the  store.  They 
could  have  fashion  show-s  for  their 
customers  of  these  dressmakers’ 
dresses.  They  could  send  out  direc¬ 
tories  of  their  names  and  addresses. 
They  could  promote  outstanding 
dressmakers  in  their  advertising. 
I'he  stores  could  encourage  the 
dressmakers  to  organize  into  guilds, 
paying  small  dues.  With  the  coop¬ 
eration  of  the  stores,  the  guild  could 
do  many  things  for  the  dressmaker 
that  she  can’t  do  for  herself  as  an 
individual. 

The  retail  store  is  a  great  power 
in  any  community.  What  it  could 
do,  in  its  own  self-interest  and  the 
interest  of  its  patrons,  to  develop  and 
encourage  the  talent  and  invention  of 
our  young  dressmakers,  would  be 
amazing,  and  I  should  think,  tre¬ 
mendously  interesting  and  valuable. 

In  our  gre.at  country,  fresh,  rich 
in  ideas,  full  of  vitality,  we  should 
have  our  very  own  couturiers,  not 
in  imitation  of  anyone  else,  but 
growing  out  of  our  individual  needs 
to  suit  our  definite  personalities. 

*  *  ♦ 

Discussion  following  Miss  King’s 
talk  brought  out  the  fact  that  one 
store,  in  a  community  of  fifty  thou¬ 
sand,  cooperates  with  its  dressmak¬ 
ers,  and  secures  their  cooperation  in 
the  merchandising  of  its  piece  goods 
departments,  by  inviting  the  better 
dressmakers  to  see  the  fabric  lines 
of  traveling  salesmen  at  the  store, 
and  help  select  the  merchandise. 
Their  customers  depend  upon  the 
dressmakers  to  tell  them  what  to 
buy,  and  the  cooperation  between 
store  and  dressmaker  is  of  great 
help  all  around. 


These  successive  steps  can  be  done 
through  merchandise,  departmental 
and  window  displays,  and  advertis- 
ing. 

Another  consideration  is  the  phy¬ 
sical  set-up  of  the  department.  With 
the  exception  of  some  dozen  or  so 
stores  in  the  entire  country,  the 
space  for  a  continued  promotion  of 
fabrics  is  decidedly  limited.  There- 
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fore,  the  successful  year-round  pro¬ 
motion  is  one  which  uses  compara¬ 
tively  small  space  but  uses  it  to  the 
utmost. 

An  extremely  important  factor  is 
that  of  cost.  Therefore,  the  ideal 
promotion  is  one  which  is  not  costly 
in  the  beginning,  and  which  has  a 
re-sale  value  to  the  department. 

We  feel  that  we  have  worked  out 
a  promotion  which  fulfills  all  of 
these  necessities,  and  we  know  from 
experience  in  many  stores  that  it  is 
truly  successful  from  a  selling  view¬ 
point.  It  is  based  upon  the  fact  that 
a  truly  smart  woman  requires  few 
clothes,  but  needs  them  well  chosen 
and  suitable  not  only  for  herself  but 
for  the  life  that  she  leads. 

We  believe  that  with  five  carefully 
chosen  costumes  in  any  given  sea¬ 
son  or  locality,  a  woman  can  be  well 
dressed  for  any  occasion  which  she 
might  reasonably  expect  to  encount¬ 
er.  By  tlie  careful  selection  of  colors 
and  units  of  the  costumes,  various 
parts  can  be  made  to  serve  more 
than  one  purpose,  thereby  giving  the 
effect  of  far  more  than  the  basic 
five. 

The  first  costume  is  a  beach  out¬ 
fit.  It  consists  of  a  long  beach  coat 
of  white  waffle  pique,  worn  over  the 
new  long  shorts  and  jacket  outfit. 
The  long  shorts,  also  waffle  pique, 
show  a  trend  toward  a  very  brief 
skirt.  The  jacket  is  of  a  print  in  one 
of  the  surrealist  designs.  This  outfit 
lends  itself  to  tennis  as  well  as  to 
beach  wear.  If  you  were  building 
this  wardrobe  for  the  North,  your 
active  sports  costume  might  consist 
of  just  such  an  outfit  as  this,  or  it 


might  be  a  bathing  suit  with  coat, 
or  it  might  be  a  very  casual  tweed 
suit  suitable  for  golf  when  worn 
with  sweaters. 

The  next  costume  is  a  spectator 
sports  dress,  which  means  the  very 
simple,  softly  tailored  frock  that  in 
the  South  can  be  worn  for  so  many 
occasions.  It  is  made  in  a  very  in¬ 
teresting  version  of  the  ever-popu- 
lar  daisy  print.  Over  it  goes  the 
new  chubby,  boxy  coat  in  a  maroon 
pique.  If  this  wardrobe  were  being 
planned  for  city  wear,  this  costume 
might  consist  of  a  smart  tailored 
type  street  dress  and  a  longer  coat 
— ixjrhaps  the  same  pattern,  jx'rhaps 
a  fitted  type  for  street  wear. 

Peasant  fashions  continue  to  hold 
the  attention  of  the  public.  Our  third 
costume  is  a  dirndl  type  dress,  made 
in  a  charming  sheer  cotton.  This 
dress  for  the  South  is  the  sort  of 
thing  that  one  wears  at  home  all  day 
long,  or  as  they  tell  us  they  do 
abroad,  to  every  luncheon  and  smart 
cocktail  bar  going.  The  headdress 
here  is  tied  under  the  chin  in  Tyro¬ 
lean  fashion.  For  a  northern  ward¬ 
robe,  this  costume  would  probably 
be  a  soft  silk  dress  or  afternoon 
dress. 

The  next  costume  is  a  town  suit 
in  which  one  goes  shopping  in  the 
South,  to  luncheon,  and  on  to 
bridge.  It  is  the  softly  tailored  type 
of  costume  that  every  woman  finds 
real  need  for  in  her  wardrobe.  In 
the  North,  this  would  probably  con¬ 
sist  of  a  dressmaker  wool  suit  this 
season,  worn  with  various  blouses. 
The  maroon  colored  coat  goes  well 
with  this  dress  for  variation. 


Then  the  last  costume  is  one  for 
evening  wear.  With  a  little  bolero 
jackets,  it  is  suitable  for  informal 
occasions  and  simple  dinners.  The 
Ixjlero  can  be  worn  very  smartly 
with  the  spectator  sports  dress,  over 
the  dress  of  the  printed  linen  jacket 
costume,  and,  if  desired,  over  a 
blouse  with  shorts.  In  other  words, 
it  is  this  season's  perfect  comple¬ 
ment  to  any  costume.  When  the 
bolero  is  slipped  off,  there  is  a  for¬ 
mal  evening  gown  of  printed  hexa¬ 
gon  pique  in  a  lively  scroll  design. 
The  skirt  is  charmingly  full  and 
graceful,  and  there  is  the  important 
fitted  lx)dice  and  low  decolletage. 
The  long  coat  which  we  showed  first 
as  a  beach  coat  can  be  worn  for  an 
evening  wrap.  It  is  not  only  tlie 
type,  but  the  fabric  to  complement 
such  a  dress  as  this. 

When  this  wardrobe  or  a  similar 
t)ne  has  been  worked  out  for  your 
floor  display,  for  a  window,  or  for  a 
mannequin  display,  it  is  serving  the 
definite  purpose  of  giving  your  cus¬ 
tomers  sound,  workable  ideas  which 
they  can  incorporate  in  their  own 
clothes  planning.  It  also  can  be 
sufficiently  well  done  so  that  when 
the  clothes  are  properly  made,  they 
can  be  sold  to  the  public  for  the  cost 
of  the  dressmaking.  When  they  are 
all  made  in  one  size,  very  frequently 
they  can  lx  sold  as  an  entire  ward¬ 
robe  to  one  person.  In  this  way, 
the  store  gets  back  its  cost  and  yet 
has  had  tlie  advantage  of  making 
many  sales  and  repeat  sales  on  the 
fabrics  and  patterns  illustrated. 


Merchandising  Housewares 


Chairman:  E.  V.  Walter,  Merchandise  Counsellor,  R.  H.  Macy  &  Co.,  Inc., 
New  York,  N.  Y. 


Standard  Colors  for  Kitchenware  and  Bathroom  Accessories 

By  E.  V.  Walter,  Merchandise  Counsellor,  R.  H.  Macy  &  Co.,  Inc., 
New  York,  N.  Y. 


The  question  of  standard  colors 
for  kitchenware  and  bathroom 
accessories  is  something  that  has 
been  talked  alxjut  and  written  about 
for  at  least  ten  years.  Everyone 
has  agreed  it  would  be  a  good  thing 
for  the  manufacture/,  for  the  buyer, 
and  last  but  not  least  for  the  cus¬ 
tomer,  but  that  is  as  far  as  it  went. 


The  reasons  why  nothing  hap- 
l)ened  were  many  and  varied,  and 
ranged  from  honest  differences  of 
opinion  about  the  colors  most  to  ef¬ 
forts  to  secure  trade  advantage.  This 
was  the  situation  when  the  first  color 
standardization  meeting  was  called 
in  November.  That  first  meeting 
decided  that  the  committee’s  effort 


should  be  confined  to  fourteen  popu¬ 
lar  colors. 

A  survey  of  these  fourteen  colors 
.showed  that  color  variation  on  the 
shelves  of  New  York  stores  ranged 
from  a  minimum  of  eight  different 
shades  of  green  to  eleven  different 
blues.  Further  investigation  and  in- 
cjuiry  developed  the  fact  that  there 
were  many  good  reasons  for  that 
shade  of  green  or  this  shade  of  blue. 
This  brought  us  to  the  realization 
that  any  recommendations  the  com¬ 
mittee  would  make  would  be  on  the 
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basis  of  colors  havings  the  greatest 
general  acceptance.  With  this  in 
mind,  we  contacted  the  eleven  re¬ 
gional  chairmen  of  the  Housewares 
Group  of  the  N.  R.  D.  G.  A.  and 
asked  them  to  contact  the  buyers  and 
manufacturers  in  their  respective 
districts  and  select  those  colors 
which  they  felt  were  the  most  de- 
siral)le  and  jiractical.  Our  job  then 
resolved  itself  into  a  tabulation  job 
and  selecting  these  colors  most  often 
chosen  by  the  various  Housewares 
Buyers  throughout  the  country. 

It  was  most  encouraging  to  note 
as  the  various  replies  came  in,  that 
there  was  a  remarkable  unanimity 
of  opinion  on  the  various  colors 
selected.  Also,  a  large  numl)er  of 
letters  were  received  from  manufac¬ 
turers  all  over  the  country,  offering 
their  cooperation. 

Permanent  Color  Standards 
Coinniittee  Reconiniended 

I  would  also  recommend  that  the 
X.  R.  D.  G.  A.  set  up  a  jiermanent 
committee,  which  would  keep  in 
touch  with  buyers  and  manufactur¬ 
ers  throughout  the  country,  and 
which  would  he  sensitive  to  color 
style  changes,  and  would  from  time 
to  time  review  and  if  necessary  re¬ 
designate  those  colors  having  the 
greatest  general  acceptance.  Such 
necessary  changes  will  probably  oc¬ 
cur  more  often  in  the  bathroom 


COLORS  are  a  very  difficult 
iwoblem.  I  believe  that  we  all 
recognize  that  the  consuming  pub¬ 
lic  is  getting  more  critical  alx)ut 
colors  and  is  impatient  with  colors 
that  clash  when  they  are  assembled 
in  the  kitchen.  It  is  {Perfectly  ob¬ 
vious  that  no  single  store  can  make 
much  headway  in  this  situation ;  no 
single  manufacturelr  or  group  of 
manufacturers  can  control  the  situa¬ 
tion.  It  requires  the  cooperation  of 
everyl)ody  concerned  to  establish 
standard  colors  for  housewares  and 
lathroom  accessories. 

I  can  tell  you  how  we  established 
the  standard  colors  for  sanitary 
ware,  bathtubs,  kitchen  sinks,  and 
things  of  that  sort,  in  1931.  A  selec¬ 
tion  was  made  by  a  committee,  in 
that  case,  of  manufacturers,  and 
turned  over  to  us  as  the  colors  most 
in  demand,  and  which  they  wished 
to  see  established  as  standard  colors 
for  sanitary  ware. 


COLORS  SELECTED  BY  THE 
COMMITTEE 
Kitchen  Accessories 
White 
Red 
Green 
Ivory 

Light  Blue 
Royal  Blue 

Bathroom  Accessories 

White 

Orchid 

Green 

Ivory 

Light  Blue 
Royal  Blue 
Maize 


colors,  where  the  style  element  is  a 
IJotent  factor,  and  where  reasonable 
color  changes  are  expected  by  the 
customer.  In  all  the  designated 
colors  how’ever,  and  j)articularly  in 
the  kitchen  colors,  we  would  he  de¬ 
feating  the  purposes  of  color  stand¬ 
ardization  by  making  changes  too 
easy  or  too  often,  and  in  addition 
work  a  liardship  on  customers  who 
are  gradually  buying  merchandise  to 
a  definite  color  scheme — to  say  noth¬ 
ing  of  loss  to  retailers  and  manufac¬ 
turers  through  obsolescence  created 
by  too  rapid  changes. 


Being  a  governmental  organiza¬ 
tion,  we  had  to  make  sure  that 
everybody  concerned  had  an  oppor¬ 
tunity  to  be  heard,  and  so  we  called 
a  public  conference.  We  said  in  ef¬ 
fect  to  the  manufacturers,  distribu¬ 
tors.  and  consumers:  “Here  are  six 
colors  w’hich  have  been  selected  by 
the  sanitary  ware  manufacturers  and 
which  they  have  proposed  as  a 
standard.  What  do  you  think  of 
it?  We  want  you  to  come  to  this 
public  hearing,  or  to  write  in  your 
comment  and  criticism,  and  we  will 
go  into  it  at  that  hearing.” 

The  same  thing  could  be  done 
here.  We  have  to  put  the  plan  up 
in  a  public  meeting  at  some  time 
and  say,  “Here  is  what  the  Nation¬ 
al  Retail  Dry  Goods  Association 
proposes  as  a  basis  for  standard 
colors,”  and  exchange  views  as  to 
the  trend  of  these  colors  and  the 
volume  of  business  done  on  each. 


and  determine  the  ones  that  are 
likely  to  stick. 

Now,  as  to  the  technical  control, 
once  the  colors  have  been  approved 
by  such  a  jmblic  conference,  we  can 
then  select  a  manufacturer  who 
would  be  willing  to  produce  the 
color  samples,  so  that  they  can  all 
be  made  in  one  batch.  At  the  Bu¬ 
reau  of  Standards,  they  can  be  com¬ 
pared  very  carefully  and  accurately 
with  the  master  set  which  the 
NRDG.\  has  selected. 

Once  these  samples  have  been 
selected  and  approved  by  all  who 
are  directly  concerned,  sets  of  the 
colors  would  lie  made  available  at  a 
nominal  cost  to  anybody  who  wished 
to  purchase  them.  A  manufactur¬ 
er  would  buy  them  as  a  guide  to  his 
production,  so  that  he  can  match  his 
product  as  near  as  possible  to  that 
standard  set  of  colors. 

No  manufacturer  will  want  to 
change  his  present  colors  unless  he 
is  positive  that  he  has  a  set  on  which 
he  can  depend.  It  is  the  same  way 
with  stores.  They  are  not  going  to 
stock  up  on  these  colors  unless  they 
can  l)e  sure  they  are  receiving  the 
.standard  colors.  There  wdll  1)e  a 
number  of  stores,  I  imagine,  who 
will  want  sets  of  reference  samples, 
to  make  sure  the  supplier  is  giving 
them  the  colors  which  they  have 
selected  as  standard. 

From  then  on,  it  is  perfectly 
simple.  You  would  identify  them 
in  some  way  in  your  advertising,  or 
with  a  sticker,  or  your  salespeople 
would  come  to  know  the  colors  that 
are  standard  and  would  represent 
them  as  such  to  your  customers.  I 
feel  confident  that  it  would  improve 
the  sale  of  this  ware  and  make  the 
situation  much  more  satisfactory  to 
all  concerned. 

Additional  colors  could  be  select¬ 
ed  from  time  to  time,  as  you  find 
they  come  in,  due  to  style  changes 
and  trends,  and  could  be  made 
standard  as  you  want  them.  I  would 
suggest  that  you  try  not  to  select 
too  many  at  the  beginning,  and  let 
it  grow  a  bit,  rather  than  try  to 
cover  all  the  colors  which  are  popu¬ 
lar  today. 

The  committee  has  done  a  very 
thorough  job  of  selecting  colors,  and 
the  Bureau  of  Standards  will  be  glad 
to  do  its  part  on  request.  It  is  your 
problem  to  select  the  colors  and  buy 
them  and  sell  them.  It  will  be  our 
job  to  take  the  colors  you  have 
selected  and  make  sure  that  the 
stores  and  the  manufacturers  wish 
to  handle  those  colors  and  can  ob¬ 
tain  accurate,  authentic  samples  of 
them. 


How  to  Make  Color  Standardization  Effective 

By  I,  J.  Fairchild,  Chief,  Division  of  Trade  Standards,  National 
Bureau  of  Standards,  U.  S.  Department  of  Commerce, 
Washington,  D.  C. 
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Merchandising  Carpets  and  Rugs 

(Summarized  by  Morris  H.  Landau) 

Chairman,  D.  F.  Sullivan,  B.  Altman  &  Co.,  New  York,  N.  Y. 


URGING  a  stronger  and  more 
effective  understanding  and  re¬ 
lationship  between  the  manu¬ 
facturer  and  vendor  with  the  retail¬ 
er,  particularly  those  concerned  in 
the  carpet  and  rug  industry,  Chair¬ 
man  D.  F.  Sullivan,  B.  Altman  & 
Co.,  New  York,  opened  the  session 
devoted  to  an  explanation  of  a  co¬ 
ordinated  program  of  education  and 
style  promotion  for  home  furnish¬ 
ings  conducted  hy  the  Institute  of 
Car])et  Manufacturers  of  America, 
Inc.,  hy  introducing  Mr.  Herl)ert 
Gutterson,  President  of  the  Institute 
with  the  following  remarks  in  part : 

“We  at  Altman’s  have  worked 
with  this  Institute  for  a  year,  and 
unlike  so  many  manufacturers  they 
come  to  you  and  talk  your  own 
language.  Whenever  a  manufactur¬ 
er  gets  uj)  and  talks  to  retailers  he 
always  talks  alwut  quality.  We  know 
about  quality  and  we  don’t  have  to 
have  manufacturers  tell  us  about 
(juality.  Here  is  an  organization  that 
comes  to  you  and  talks  about  quali¬ 
ty  and  tells  you  about  quality  in  the 
terms  of  ideas  that  will  sell  that 
quality.’’ 

Mr.  Gutterson  emphasizing  the 
Institute’s  objectives,  said  in  part : 

“Our  immediate  effort  is  to  assist 
you  retailers  especially  in  the  sell¬ 
ing  of  our  product.  Perhaps  you 
might  say  in  three  ways :  One  way 
in  helping  you  with  some  methods 
which  will  educate  the  consumer  as 
to  our  products ;  and  the  second 
way,  that  we  may  give  you  some 
suggestions  in  respect  to  as  intelli¬ 
gent  a  presentation  of  our  product 
as  possible ;  and  thirdly,  to  stress 
the  style  of  standards  and  authority 
that  we  can  develop  in  respect  to  our 
product,  especially  througli  our  style 
trend  counsel. 

“The  whole  object  of  this,  of 
course,  is  so  that  you  can  develop 
a  sounder  and  more  profitable  way 
of  disposing  of  our  fabrics;  also  in 
giving  the  consumer,  the  housewife, 
really  what  she  wants  when  she 
comes  to  buy  it.’’ 

Development  of  Program 

Byron  G.  Moon  reviewed  the  de¬ 
velopment  and  program  of  the  Style 
Trend  Advisory  Cpuncil  in  part  as 
follows : 

“We  adopted  three  ix)licies.  First, 
we  had  to  name  the  child  so  we 


could  talk  alnnit  it,  and  that  name, 
.American  Loomed  Wool  Pile  Car- 
))ets  and  Rugs,  was  established  less 
than  a  year  and  a  half  ago.  The 
definition  is,  a  manufacturer  of  wool 
pile  carpets  and  rugs  who  makes 
Wilton,  Axminister,  Velvet,  or 
Chenille,  and  who  is  a  member  of 
the  Institute  of  Car]>et  Manufactur¬ 
ers. 

“Then  we  studied  the  ways  in 
which  we  could  make  any  plan  effec¬ 
tive  at  the  point  of  sale  from  a  style 
])restige  standpoint  and  the  industry 
very  outstandingly  develojjed  an  in¬ 
novation  in  its  Style  Trend  Advi¬ 
sory  Council,  and  invited  to  that 
Council  representation  from  furni¬ 
ture  manufacturers,  drapery,  wall- 
jiaper  and  associated  interests,  so 
that  the  industry  as  such  would  give 
to  its  members  and  the  public  the 
result  of  color  trends,  style  pattern 
sales  month  by  month,  and  at  the 
same  time  have  available  a  central 
source  of  authoritative  information 
as  to  what  the  trend  would  he  for 
the  season. 

“The  other  thing  we  adopted  was 
a  policy  of  industry  education.  We 
found  that  many  of  the  manufac¬ 
turers,  in  their  own  advertising,  did 
not  mention  American  Loomed  or 
wool  pile  or  both.  We  found  en¬ 
tirely  too  little  mention  of  the  rea¬ 
sons  why  the  intrinsic  value  for  the 
thing  that  was  sold.  We  found  en¬ 
tirely  too  little  dramatization  of  this 
marvelous  equipment  that  woidd  put 
style  and  Ijeauty  at  your  disposal  at 
such  modest  cost. 

“So  we  produced  three  types  of 
educational  material.  One,  our 
basic  truth,  reasons  why :  the  other, 
the  companion,  which  was  ensemble 
selling,  and  simplified  to  the  simplest 
form,  we  could  make  it  so  the  aver¬ 
age  home  could  understand  it ;  and 
the  third  is  the  one  we  are  demon¬ 
strating  this  morning,  and  that  is 
the  dramatization  of  the  marvelous ■ 
ness  of  the  .American  Loom  meth¬ 
ods  of  creating  these  beauties  for 
your  home. 

“It  has  been  successful  to  you  in 
that  the  trade  press,  the  editorial 
press,  have  had  more  unity  in  objec¬ 
tive  in  its  writings  and  its  news.  It 
has  been  of  benefit  to  you  where  we 
have  tried  it  because  we  have  stood 
for  policies  in  your  departments 


that  are  just  simple  horse  sense 
jx)licies  after  somebody  thinks  of 
it  and  applies  it. 

"Example:  we  stand  for  the 
principle  of  the  “Magic  Three’’  in 
selling.  It  is  better  to  offer  a  ward¬ 
robe  of  three  carpets  or  rugs,  or  a 
suggestion  of  three  rooms,  than  it 
is  to  offer  a  carpet  or  a  rug  at  a 
Iwirgain  sale.  It  is  easier  and  more 
constructive  to  offer  a  room  as  a 
beautiful  result  package  than  it  is 
to  sell  it  in  its  unrelated,  compo¬ 
nent  f)arts. 

“This  morning  we  are  going  to 
demonstrate  the  opposite  of  how  the 
education  from  a  national  authority 
can  carry  prestige  into  your  store 
with  the  support  of  the  educator, 
because  she  knows  it  is  right,  and 
so  the  national  authority  of  the  Style 
T rend  Council  can  do  its  story  based 
upon  your  approach  and  styling. 

“We  have  demonstrated  in  the 
short  space  of  one  year  that  we  can 
f^xtend  the  selling  period,  the  con¬ 
structive  selling  i^eriod  of  carpets 
and  rugs.  We  have  demonstrated 
that  there  is  additional  profit  in 
teamwork  between  the  carpet  and 
rug  department,  your  furniture  de¬ 
partment  and  other  departments  of 
home  furnishings  where  carpets  and 
rugs  perhaps  are  only  20  or  25  per 
cent  of  the  total,  and  yet  with  prop¬ 
er  teamwork  can  affect  the  total 
sales  of  home  furnishings  in  the 
next  year  or  two  hy  20  or  25  per 
cent  by  using  a  plus  which  here¬ 
tofore  you  did  not  possess. 

“For  1937  we  are  going  to  have 
six  of  these  periods  of  constructive 
support :  One,  pre-season  selling, 
pre-view  selling,  if  you  please;  two, 
spring  style  exposition  of  carpets 
and  rugs  and  home  furnishings; 
three,  a  continuation  of  that  into  the 
bride’s  home ;  selling  during  the 
month  of  May ;  in  the  fall  season, 
preview  selling,  fall  style  exposi¬ 
tion  ;  and  a  continuing  of  that  job 
into  hospitality  and  pre-Christmas 
time.’’ 

Demonstration 

The  session  then  was  confined  to 
a  visual  and  graphic  demonstration 
of  the  several  ways  in  which  was 
explained  how  the  service  of  the 
Style  Trend  Advisory  Council  may 
be  placed  at  the  disposal  of  stores. 

(Continued  on  page  80) 
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•  Solving  193 7’s  Credit  Management  Problems 

Suniiiiarized  by  J.  Anton  Hagios  Manager,  Credit  Management  Division 


The  subject  of  how  to  solve  the  Credit  problems  of  depart¬ 
ment  and  specialty  stores  during  1937  came  in  for  some  very 
lively  discussion  at  two  well-attended  meetings  of  the  Credit 
Management  Division  of  the  N.R.D.G.A.,  one  of  which  was  a 
Joint  Session  with  the  Controllers’  Congress,  W.  S.  Martens,  of 
(]arson  Pirie  Scott,  Chicago,  and  T.  C.  Sperry  of  Lainson  Bros., 
Toledo,  Ohio,  were  co-chairmen  of  the  first  session;  G.  C. 
Driver  of  the  May  Company,  Cleveland,  Ohio,  was  chairman  of 
the  second. 

As  was  to  be  expected,  the  continued  growth  of  Installment 
Selling  made  this  particular  topic  the  dominating  theme.  It 
was  approached  from  three  different  angles:  (a)  a  merchant's 
appraisal  of  the  current  situation,  (b)  a  brief  review  of  the 
various  installment  selling  plans  in  use  today,  and  (c)  an  out¬ 
standing  economist's  point  of  view  of  its  future  possibilities, 
both  inimediate  and  distant. 


A  Merchant  Looks  At  Credit  Sales  Expansion 
By  E.  H.  Scull,  E.  H.  Scull  Co.,  New  York,  N.  Y. 


The  merchant’s  point  of  view 
ivas  discussed  by  E.  H.  Scull, 
President  of  the  well-known 
firm  of  consultants  on  retail  manage¬ 
ment.  Inasmuch  as  Mr.  Scull  has 
been  actively  engaged  in  the  actual 
management  of  various  stores  doing 
a  volume  ranging  from  $150,000  to 
$5,000,000.  he  found  himself  partic¬ 
ularly  well-equipped  to  make  an 
authoritative  presentation  from  the 
merchant’s  point  of  view  with  regard 
to  present  day  installment  selling, 
and  particularly  how  far  we  can  go 
during  the  coming  year. 

Mr.  Scull’s  paper  contained  many 
significant  observations  which  are 
reproduced  here  in  part:  “In  con¬ 
sidering  the  trend  of  credit,”  he  said, 
“a  note  of  warning  might  not  be 
unwarranted.  Practically  all  stores 
have  in  1936  a  profit  showing  so 
much  better  than  for  many  years 
that  we  may  all  be  inclined  to  forget 
the  lessons  of  the  recent  past.  I 
think  we  will  all  agree  that  the 
lengthening  of  terms,  the  reduction 
of  down  payments,  and  the  exten¬ 
sion  of  credit  on  soft  lines  of  mer¬ 
chandise,  has  disturljed  the  equi¬ 
librium  and  jolted  the  rhythm  of 
business,  and  it  might  be  well  to 
remember  that  credit  is  a  fragile 
commodity.” 

After  having  sounded  this  warn¬ 
ing,  Mr.  Scull  declared  further  that 


“it  might  be  advisable  to  start  with 
the  premise  that  retailing  needs  to 
be  purged  of  a  lot  of  old  fashioned 
credit  ideas,  for  then  we  will  at 
least  l)e  approaching  the  subject  with 
an  open  mind.  Recognizing  at  the 
same  time  that  to  our  catalogue  of 
retail  trade  practice  evils  of  the  ruth¬ 
less  price  cutter  and  the  predatory 
loss  leader,  we  must  add  the  stupidi¬ 
ty  of  the  rapacious  term  seller  whose 
operation  is  tainted  with  all  the  ele¬ 
ments  of  deceit  as  well  as  unprofit¬ 
ableness  for  the  trade  as  a  whole.” 

In  order  to  equip  himself  with 
more  up-to-date  facts,  Mr.  Scull  un¬ 
dertook  a  hurried  survey,  the  results 
of  which  he  outlined  as  follows : 


“There  were  86  answers  included, 
covering  a  total  volume  for  1936  of 
$211,563,565.  There  were  two  stores 
included  that  were  typical  but  whose 
volume  was  between  30  and  40  mil¬ 
lions  so  tbe  average  volume  is  high. 
However,  the  large  majority  of  the 
stores  had  volumes  between  $300,- 
000  and  $3,000,000. 

I  regret  to  state  that  even  after 
the  excellent  work  the  Controllers’ 
Congress  and  Credit  Management 
Division  have  done  on  standardiza¬ 
tion  of  statistical  data,  the  figures 
received  were  not  sufficiently  uni¬ 
form  to  be  wholly  reliable. 

“Only  a  few  stores  were  able  to 
furnish  data  as  to  the  amount  of 
sales  or  account  investment  on  sliort 
term  installments.  Some  combined 
this  class  of  accounts  with  their  Reg¬ 
ular  30  day  and  others  with  their 
Long  Term  Installments.  The  same 
was  true  for  Lay-a-way  sales  and 
accounts. 

“A  summarization  of  the  figures 
received  is  shown  on  this  page. 

“The  startling  thing  alxiut  these 
figures  is  the  increase  of  38.4  per 
cent  on  Installment  Sales  compared 
with  14.3  per  cent  for  the  stores  as 
a  whole.  Also  the  fact  that  the  In¬ 
stallment  accounts  increased  42.4 
per  cent  or  at  an  even  faster  rate 
than  sales,  and  it  must  be  remem¬ 
bered  that  the  Installment  figures 
used  for  most  of  the  stores  do  not 
include  any  short  term  accounts. 

“In  1935  installment  sales  repre¬ 
sented  10.2  per  cent  of  the  total  vol¬ 
ume.  In  1936  they  were  12.4  per 
cent.  In  1935  the  investment  in  in¬ 
stallment  accounts  represented  35.6 
per  cent  of  the  total  accounts  where¬ 
as  in  1936  it  was  41.1  per  cent.” 


COMPARISON  OF  VOLUME  AND  TREND  IN  SALES  AND  ACCOUNTS 


Sales 

%  of 

%of 

1936 

Increase 

Total 

Insitallments 

26,250,800 

38.4 

12.4 

Regular  30  Day 

95,355.384 

12.4 

45.1 

Cash  and  C.O.t). 

89,957,381 

10.6 

42.5 

TOTAL 

211,563,565 

14.3 

100.0 

ACCOUNTS  RECEIVARLE 


.Amount 

Vc  of 
Increase 

%of 

Total 

Installments 

16,741,680 

42.4 

41.1 

Regular  30  Dav 

23,907,924 

11.3 

58.6 

C.O.D. 

114,854 

21.6 

0.3 

TOTAL 

40,766.458 

22.3 

100.0 
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Credit  Management 


Expressing  the  belief  that  the  new 
methods  of  expanding  credit  and 
more  liberal  terms  did  not  originate 
from  a  demand  on  the  part  of  the 
consumer,  Mr.  Scull  said  that  the 
government,  by  the  terms  grantetl 
through  the  F.H.A.  program,  is 
largely  responsible  for  starting  the 
trend  toward  much  longer  terms  and 
lower  payments.  W  hile  F.H..-\.  has 
unquestionably  assisted  materially  in 
the  movement  of  liberalizing  terms, 
some  merchants  might  question  the 
statement  that  there  was  no  consum¬ 
er  demand  for  it.  The  collection  ex¬ 
perience  would  seem  to  indicate  that 
there  was  a  very  definite  consumer 
demand  by  the  numerous  records  of 
slow  and  part-pay  customers,  as  well 
as  by  numerous  requests  on  the  part 
of  regular  charge  customers  for 
more  time  in  which  to  pay  their  hills. 

Two  Profits  Necessary 

At  another  point  Mr.  Scull  re¬ 
marked  significantly  that,  “It  should 
be  recognized  that  selling  on  install¬ 
ments  from  one  point  of  view  simply 
transfers  the  investment  from  your 
inventory  to  your  accounts  receiv¬ 
able  and  that  you  are  entitled  to  a 
profit  on  your  sale  and  another  prof¬ 
it  on  the  money  you  have  lent  the 
customer  to  buy  the  merchandise. 
In  fact.  I  am  convinced  from  many 
investigations,  you  are  not  only  en¬ 
titled  to  it  but  it  is  necessary  to  make 
these  two  profits  on  installment  busi¬ 
ness. 

“To  operate  on  lx)th  long  and 
short  term  accounts  requires  not 
only  the  tying  up  of  considerable 
capital  but  causes  a  very  real  in¬ 
crease  in  the  cost  of  running  the 
credit  and  collection  departments. 
However,  if  the  carrying  charges 
were  considered  as  a  credit  depart¬ 
ment  income,  as  is  the  cash  discount 
,  in  merchandise  departments,  ttr 
would  awake  to  the  jact  that  the 
credit  department  has  stepped  over 
the  line  into  the  profit  producing  di¬ 
visions  oj  the  business  and  jurther 
this  zvay  of  figuring  would  furnish 
a  different  znewpoint  on  this  prob¬ 
lem  as  well  as  encourage  the  credit 
department  to  produce  more  profits. 

“Because  the  lines  of  merchandise 
sold  on  installments  have  shown 
sales  increases  in  the  last  couple  of 
years  at  a  much  higher  rate  than 
other  kinds  of  merchandise,  because 
we  may  be  headed  for  a  real  infla¬ 
tionary  period,  and  liecause  there 
may  actually  be  an  element  of  ob¬ 
solescence  in  these' accounts  at  a 
later  date,  maybe  three  or  four  years 
hence,  it  seems  to  me  reserves  for 


losses  should  include  provisions  to 
cover  these  extraordinary  contin¬ 
gencies. 

Short  Term  Plans  Fail  to  Produce 
Volume  Anticipated 

“The  recent  experience,  it  is  true 
of  almost  all  stores  as  you  probably 
know,  has  l)een  satisfactory  on  de¬ 
ferred  payment  accounts.  Even  on 
the  limited  charge  type  of  account 
on  soft  lines  I  have  yet  to  find  a 
single  store  dissatisfied  with  its  col¬ 
lection  experience,  although  some 
are  unhappy  because  the  plan  did 
not  produce  for  them  as  much  busi¬ 
ness  as  they  anticipated.  However, 
this  satisfactory  collection  experi¬ 
ence  is  on  a  rising  trend  of  income 
and  sales  and  should  not  so  distort 
your  judgment  that  you  fail  to  rec¬ 
ognize  and  provide  for  the  time 
wlien  a  downward  trend  in  sales  and 
income  may  rapidly  pile  up  losses. 

“Failure  to  deal  adequately  with 
this  entire  problem  of  credit  expan¬ 
sion  and  to  find  the  right  answer 
for  your  store,  may  be  a  far  more 
serious  matter  than  you  at  the  mo¬ 
ment  contemplate,  for  if  you  are  too 
rigid  in  your  requirements,  it  may 
mean  the  loss  of  immediate  business 
to  competition  as  well  as  the  possi¬ 
ble  loss  of  the  customers’  future  pur¬ 
chases.  On  the  other  hand,  if  you 
are  too  liberal,  it  may  mean  the  loss 
of  substantial  capital.” 

Summing  up  the  present  day  situ¬ 
ation,  Mr.  Scull  outlined  the  follow¬ 
ing  pertinent  points :  “W  hile  I  can¬ 
not  recommend  individually  to  each 
of  you  exactly  what  you  should  do, 
as  a  generalization,  I  would  say  that 
because  competition  knows  no 
mercy,  because  the  custotners  are 
demanding  credit  and  have  been 
educated  to  ask  for  it,  because  of  the 
vast  need  for  replacement  of  many 
items  of  consumer  needs,  because  of 
the  increased  income  of  the  consum¬ 
er,  and  l)ecause  a  charge  account 
forms  a  customer  trading  habit,  I 
have  reached  the  conclusion  that 
the  following  recommendations  are 
sound,  providing  your  store  has  a 
class  of  customers  to  whom  the  ex¬ 
tension  of  terms  has  an  appeal : 

“a.  Extend  credit  and  terms  of 
payment  on  just  as  lil)eral  a  basis  as 
those  stores  you  consider  your  com¬ 
petitors.  By  this  I  do  not  mean  that 
if  some  borax  store  whom  you  do 
not  consider  competition,  accepts  ac¬ 
counts  with  no  down  payment  and 
on  very  long  terms  that  you  should 
do  so.  Your  terms  and  liberality  of 
credit  should  be  equal  to  but  not 
exceed  the  terms  of  those  stores  who 


are  trading  with  your  class  of  cus¬ 
tomers. 

“b.  Unhesitatingly  extend,  limited 
credit  on  soft  lines  if  yours  is  the 
class  of  store  with  customers  to 
whom  this  plan  will  appeal.  You 
may  have  a  high  grade  store  but 
with  a  bargain  basement  business 
where  the  limited  charge  plan  of 
selling  will  i)roduce  results. 

“However,  before  you  liberalize 
your  present  credit  policy  be  sure : 

Ten  Points  To  Be  Considered 

“1.  That  you  have  a  credit  de- 
|>artment  that  knows  how  to  select 
the  proper  risks. 

“2.  That  Ixjth  your  credit  and  col¬ 
lection  departments  are  fully  aware 
of  the  necessity  of  educating  your 
customers  not  only  to  their  respon¬ 
sibility  to  the  store  but  the  require¬ 
ments  that  their  j^ayments  he  made 
on  time,  especially  in  the  early  stages 
of  the  account. 

“3.  That  your  collection  depart¬ 
ment  is  organized  and  has  ample 
time  to  follow  up  vigorously  on  pay¬ 
ments  as  they  become  due. 

“4.  That  you  keep  eternally  after 
your  delinquents  and  age  your  ac¬ 
counts  not  less  than  once  every  three 
months. 

“5.  That  you  provide  ample  re¬ 
serves  against  loss  and  by  amj>le  I 
do  mean  reserves  sufficient  to  cover 
present  day  losses  hut  allowances 
that  will  anticipate  substantially 
larger  losses  in  the  event  of  another 
depression. 

“6.  That  you  consider  reestablish¬ 
ing  in  your  store  the  plan  of  not 
taking  profits  on  installment  sales 
until  you  receive  the  cash  from  them. 

“7.  That  your  record  of  accounts 
be  maintained  up  to  date  at  all 
times.  This  is  of  great  importance 
for  if  current  information  is  not 
available,  the  collection  department 
cannot  follow  through  satisfactorily. 

“8.  That  you  charge  interest  on 
all  delinquent  limitecl  soft  line  ac¬ 
counts  and  if  you  are  not  already 
doing  so,  consider  charging  interest 
on  past  due  thirty  day  accounts. 

“9.  Segregate  your  various  types 
of  credit  accounts,  such  as  C.O.D., 
lay-a-way,  major  appliance,  home 
furnishing  and  apparel  long  term, 
and  soft  line  short  term  accounts  so 
that  you  will  know  periodically  the 
sales  produced,  as  well  as  the  invest¬ 
ment  in  and  turnover  of  each  class 
of  accounts. 

“10.  Don’t  haphazardly  experi¬ 
ment,  or  grab  off  a  credit  plan  from 
the  publicity  of  some  other  store  but 
make  a  careful  and  thorough  study 
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of  this  problem  for  your  own  store 
then  if  you  reach  a  decision  to  libera¬ 
lize  your  policy,  for  the  love  of  Pete 
don’t  put  it  into  action  in  a  half¬ 
hearted  nianer.  On  the  other  hand, 
aggressively  promoting  your  terms 
does  not  mean  using  the  superlatives 
of  radio  advertising. 


After  a  very  brief  description 
of  the  recent  development  of  in¬ 
stallment  selling  practices,  Mr.  An¬ 
drews  launched  upon  a  constructive 
discussion  of  the  various  plans  of 
installment  selling  now  used  by  re¬ 
tailers  throughout  the  country.  Mr. 
.Andrews  was  chosen  to  handle  this 
topic  Ijecause  he  is  particularly  well 
qualified  since  Strawbridge  &  Cloth¬ 
ier  has  had  a  budget  plan  in  opera¬ 
tion  for  over  twenty  years. 

“The  toughest  decision  forced  up¬ 
on  a  certain  class  of  conservative 
department  store  executives,”  ac¬ 
cording  to  Mr.  Andrews,  “was  that 
of  determining  whether  ‘soft  mer¬ 
chandise’  including  dry  goods  and 
wearing  apparel,  should  be  offered 
to  customers  on  a  time  basis.  .Again 
the  question  arose  as  to  what  effect 
this  type  of  promotion  would  have 
ujx)n  their  regular  established  trade. 
Further,  appliances  and  home  fur¬ 
nishings  were  sold  on  a  lease  ar¬ 
rangement,  and  if  payments  were 
not  received  from  the  customer  in 
du2  course  the  merchandise,  after  a 
reasonable  length  of  time,  could  be 
repossessed  and  a  certain  salvage 
amount  regained  on  the  transaction. 
W  hereas  on  apparel  sales,  if  uncol¬ 
lected.  this  type  of  merchandise  has 
little  if  any  repossession  value,  and 
the  uncollected  balances  ultimately 
become  had  debt  losses. 

“Many  of  these  merchants  who 
were  not  thoroughly  sold  on  the 
policy  of  selling  ‘soft  goods’  on  the 
extended  terms  have  taken  the  step 
during  the  last  few  years.  Some 
have  extended  the  terms  on  major 
apparel  items  only.  These  stores 
offer  special  terms  arrangements  on 
certain  items  such  as  fur  coats,  cloth 
coats  and  men’s  clothing  only.  Other 
retailers  have  gone  all  the  way  and 
permit  their  customers  to  buy  any 
merchandise  on  sale  in  the  store  on 
extended  terms. 

“Once  in  the  installment  field, 
each  retailer  is  pressed  at  one  time 
or  another  to  out-do  his  competitors 
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“To  sum  up  the  situation  as  I 
see  it,  credit  as  a  volume  and  profit 
producing  instrumentality  for  retail 
stores  has  passed  the  blossoming 
stage  and  if  you  are  going  to  pick 
its  fruits,  you  must  act  in  accord 
with  the  dignity  of  your  store  be¬ 
fore  it  is  too  late.” 


in  installment  account  promotion. 
This  has  given  our  Publicity  Direc¬ 
tors  a  new  outlet  for  their  pent  up 
energy  and  talents.  In  any  city  or 
town  almost  any  day  you  can  find 
at  least  one  flashy  ad  expounding 
the  easy  terms  upon  which  certain 
types  of  merchandise  can  be  paid 
for. 

“Competition  has  brought  alx)ut 
di.sastrous  results  in  many  instances 
from  the  following  slogans :  ‘No 
Down  Payment’,  ‘Trade-in  Allow¬ 
ance  on  your  old  radio,  piano  or 
what  not’,  ‘Thirty-six  months  to 
pay’.  Thanks  to  the  F.H.A. — ‘Pay¬ 
ments  as  low  as  one  Dollar  a 
Month’.  ‘One  Dollar  Down,  the 
Balance  on  Easy  Terms’.  Meter-ice 
just  a  quarter  a  day — in  some  in¬ 
stances  as  low  as  15  cents  a  day. 
‘No  more  effort  than  paying  the  ice 
man’.” 

I£mi)hasizing  the  need  for  more 
information  about  the  adequacy  of 
the  carrying  charge,  Mr.  Andrews 
explained  that  “Competition  has 
covered  not  only  the  retail  price,  the 
down  payment,  the  extension  of  time 
to  pay,  hut  has  also  offered  the  cus¬ 
tomer  a  saving  in  the  carrying 
charge.  In  .some  instances  the  rate 
is  considerably  l>elow  the  6%  per 
annum  basis.  I  doubt  very  much 
whether  many  stores  are  operating 
today  on  a  basis  where  the  carrying 
charge  earned  is  sufficient  to  absorb 
credit  and  collection  costs  as  well 
as  had  debt  losses.  Finance  compan¬ 
ies  not  only  have  to  absorb  operat¬ 
ing  exjjenses,  hut  produce  a  profit 
in  addition.  Consideration  should 
be  given  to  the  adequaey  of  the 
carrying  charges  in  view  of  the  in¬ 
creasing  operating  costs  zvith  zvhich 
zve  are  now  faced. 

“Some  of  the  retail  stores  have 
avoided  the  controversial  question 
with  regard  to  selling  ‘soft  goods’  on 
an  installment  basis  by  granting 
credit  on  a  regular  charge  account 
basis  to  wage  earners  and  customers 
classified  from  a  credit  rating  view¬ 


point  as  the  lowest  grade  of  credit 
risk.  These  customers  are  urged  to 
open  a  ‘limited  charge  account’  and 
comply  with  certain  monthly  pay¬ 
ment  requirements.  The  terms  on 
this  type  of  account  are  often  more 
liberal  than  the  terms  offered  regu¬ 
lar  charge  customers,  which  in  my 
opinion  places  the  requirements  of 
a  regular  customer  in  a  rather  awk¬ 
ward  position,  since  the  regular 
charge  customer  is  expected  to  pay 
the  full  account  on  the  tenth  of  the 
following  month.  It  is  my  opinion 
that  the  limited  account  customer 
fits  in  better  as  an  installment  ac¬ 
count  customer  and  might  be 
granted  a  slightly  longer  extension 
of  time  in  which  to  pay  the  account 
in  full.  For  this  privilege  of  further 
credit  extension,  the  limited  account 
customer  should  he  required  to  make 
the  customary  down  payment  at  the 
time  of  purchase,  for  good  faith,  and 
the  account  should  also  be  subject 
to  the  normal  carrying  charge. 

Interfering  with  Store’s  Credit 
Poliey 

What  can  happen  if  the  determi¬ 
nation  of  the  store’s  credit  policy  is 
temporarily  taken  away  from  the 
creclit  manager,  or  if  the  credit 
manager  is  not  consulted  if  any  such 
change  is  undertaken  by  the  manage¬ 
ment.  was  particularly  emphasized 
by  Mr.  .Andrews  when  he  said  that 
“Occasionally  the  credit  policy  of  a 
store  zt’ill  go  haywire.  Usually  in 
these  instances  the  control  of  this 
policy  is  taken  azoay  from  the  Credit 
Manager  who  certainly  knozvs  his 
public  from  a  payment  viczvpoint. 
Because  of  a  promotional  urge  to 
build  up  the  volume  beyond  the  nor¬ 
mal  expectancy  for  the  year,  an  idea 
is  sold  to  the  management  to  let 
down  the  bars  and  take  a  chance  on 
credit  granting.  The  argument  is 
offered  that  in  the  majority  of  cases 
the  customer  has  honest  intentions 
and  will  pay  for  charge  purchases 
extended  within  certain  limits.  Some 
stores  have  experimented  with  this 
plan  and  with  bold  newspaper 
spreads  have  offered  temporary 
charge  accounts  for  a  limited  period 
of  time  to  charge  account  applicants 
who  have  a  steady  source  of  income 
or  a  permanent  position.  Credit  ref¬ 
erences  in  this  type  of  promotion 
were  not  required  and  credit  reports 
were  not  obtained  before  the  ac¬ 
counts  were  opened,  as  is  the  gen¬ 
eral  practice,  only  on  those  accounts 
which  later  developed  into  slow  pay 
customers.” 

Deviating  somewhat  from  his  sub- 
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ject,  the  speaker  made  a  suggestion 
as  to  the  accounting  set-up  in  con¬ 
nection  with  this  new  type  of  charge 
account  promotion.  “Whenever  man¬ 
agement  accepts  a  similar  type  of 
promotion,”  he  said,  “it  should  pro¬ 
vide  for  admission  in  the  beginning 
of  the  possibility  of  excessive  bad 
debt  losses  and  arrange  for  the  crea¬ 
tion  of  a  reserve  based  on  at  least 
5%  of  the  added  volume  to  be  ulti¬ 
mately  charged  as  promotional  ex- 
jxfnse  rather  than  to  bad  debt  losses. 

“Some  of  the  retail  stores  which 
have  gone  all  the  way  and  grant 
credit  extension  on  all  types  of  mer¬ 
chandise  have  various  names  for  the 
system  in  operation.  Some  of  these 
which  have  come  to  my  attention  in¬ 
clude  the  following:  Letter  of  Cred¬ 
it  ;  Purchase  Certificate  Plan ;  Shop¬ 
ping  Coupons ;  Budget  Accounts ; 
Few  Pennies  a  Day  Plan;  Modern 
Deferred  Payment  Plan ;  Time  Pay¬ 
ment  Plan;  Six  Months’  Time  Pay¬ 
ment  Plan ;  Personalized  Credit.” 
Their  description  is  omitted  here  be¬ 
cause  they  are  pretty  generally 
known  throughout  the  trade. 

On  the  subject  of  servicing  de¬ 
ferred  payment  customers,  Mr.  An¬ 
drews  had  this  to  say:  “It  is  our 
opinion  that  this  type  of  customer 
should  receive  the  same  type  and 
standard  of  service  that  is  rendered 
any  other  customer  in  our  store.  We 
have,  in  our  endeavor  to  accomplish 
this,  remodelled  and  expanded  the 
physical  lay-out  of  our  Deferred 
Payment  Offices.  At  least  twelve 
separate  interviewing  offices  have 
been  provided  for  the  efficient  ser¬ 
vicing  of  our  customers.  It  is  our 
endeavor  even  during  peak  seasons 
to  service  our  Deferred  Payment 
customers  efficiently,  avoiding  as  far 
as  possible  any  waiting  time  on  the 
part  of  the  customers  in  connection 
with  the  new  account  interview,  to 
clear  the  account  quickly  within 
twenty-four  hours  if  possible,  and 
service  ‘add  ons’  to  accounts  already 
opened  with  prompt  dispatch. 

“May  I  pause  at  this  point  to  de¬ 
velop  an  idea  which  I  have  had  in 
mind  for  some  time.  In  observing 
the  routine  followed  in  our  Deferred 
Payment  Department  in  opening  a 
new  account,  re-opening  a  paid-up 
account,  or  granting  additional  cred¬ 
it  to  an  active  account  I  am  con¬ 
vinced  that  too  much  time  on  the 
part  of  the  interviewer  is  required  in 
looking  up  past  history  from  our 
office  records.  From  my  contact 
with  other  stores  I  have  arrived  at 
the  conclusion  that  our  service  is  no 
worse  than  that  of  other  retailers.  I 


am  convinced,  therefore,  that  all  of 
us  are  confronted  with  this  unneces¬ 
sary  delay. 

Advocates  Authorization  Index  for 
D.  P.  Accounts 

“The  reason  for  the  delay  and 
confusion  in  looking  up  information 
on  an  account  is  caused  from  the 
necessity  of  obtaining  the  required 
information  from  the  customer’s 
original  ledger  card  which  is  in  one 
of  two  places,  either  in  the  active 
ledger  file  in  the  hands  of  the  book¬ 
keeper,  or  in  the  paid-up  ledger  file. 
The  other  sources  of  information  is 
available  only  in  the  credit  report 
files.  I  am  convinced  that  an  autlwr- 
ication  index  has  become  as  import¬ 
ant  to  credit  granting  on  installment 
accounts  as  we  all  agree  is  a  necessi¬ 
ty  on  regular  charge  accounts. 
Rather  than  to  require  the  inter¬ 
viewer  to  excuse  himself,  leaving  the 
customer  and  walking  to  a  distant 
jKjint  on  the  office  floor  to  search  the 
records  for  customer  information,  I 
Ixdieve  that  a  directory  of  individual 
closed  account  should  be  available  on 
each  interviewer’s  desk  to  which  he 
should  quickly  refer  to  determine  the 
paying  habits  of  each  and  every 
paid-up  account.  Further  that  a 
“stop  list”  should  be  prepared  and  in 
the  hands  of  each  credit  grantor  to 
be  referred  to  before  granting  fur¬ 
ther  credit  to  the  applicant  on  an 
open  account.  With  this  information 
available  at  each  interviewer’s  desk, 
I  am  convinced  that  at  least  75%  of 
the  walking  time  and  reference  delay 
in  connection  with  customer  inter¬ 
views  can  be  eliminated. 

“From  a  collection  standpoint,  the 
Deferred  Payment  accounts  in  our 
organization  receive  far  more  atten¬ 
tion  than  our  regular  charge  ac¬ 


1NSTALLMENT  selling  in  its 
larger  significance  as  a  vital  econ¬ 
omic  force,  its  market  possibilities, 
its  tendency  to  raise  the  standard  of 
living,  its  relation  to  national  wealth 
and  income,  was  the  subject  of  an 
exceptionally  fine  paper  prepared  by 
Dr.  M.  R.  Neifeld,  Statistician  for 
the  Beneficial  Management  Corpora¬ 
tion,  and  one  of  the  country’s  fore¬ 
most  authorities  on  the  subject  of 
Consumer  Credit. 

The  highlights  of  Dr.  Neifeld’s 
paper  are  summarized  as  follows: 


counts.  Separate  ledger  accounts  for 
each  type  of  major  appliance  classi¬ 
fication  are  carried.  Every  three 
months  a  detailed  analysis-  is  made 
of  the  following  major  appliance 
classification : 

Refrigerators — Regular 
Refrigerators — Meter-Ice 
Washers  and  Ironers 
Vacuum  Cleaners 
Sewing  Machines 
Gas  Ranges 
Radios 
Pianos 

“This  analysis  is  itemized  in  de¬ 
tail,  listing  by  account  name  each 
transaction  where  payments  are  de¬ 
linquent  by  months,  one,  two,  three, 
four,  etc.  Accounts  where  payments 
are  six  months  in  arrears  are  given 
special  attention,  and  if  payments 
cannot  be  obtained,  the  appliance  is 
repossessed  or  charged  to  profit  and 
loss  if  the  customer  has  ‘skipped’. 

“We,  in  our  organization,  are  of 
the  opinion  that  installment  selling  is 
here  to  stay  and  that  this  type  of 
business  will  continue  to  contribute 
a  considerable  proportion  of  our 
total  volume.” 

Mr.  Andrews  concluded  with  a 
plea  for  a  shortening  of  terms  to  take 
effect  just  as  soon  as  possible,  with 
these  words:  “I  believe  that  retailers 
will  lend  their  influence  in  the  regu¬ 
lation  of  time  granted  on  long  term 
accounts,  and  as  times  gradually  im¬ 
prove,  that  the  extension  of  time 
payments  will  in  the  same  propor¬ 
tion  gradually  diminish.  I  am  of  the 
opinion  that  the  success  of  any  of 
the  different  varieties  of  credit  ex¬ 
tension  plans  depends  entirely  upon 
the  degree  of  supervision  and  atten¬ 
tion  given  it  by  the  particular  Credit 
Manager  in  charge  of  the  operation. 


“We  are  not  yet  fully  out  of  the 
depression,  and  already  the  storm 
signals  are  up  for  the  next  one.  We 
are  drifting  towards  insecurity, 
warns  the  First  National  Bank  of 
Boston,  and  the  Federal  Reserve 
Bank  of  New  York.  One  of  the  rea¬ 
sons  is  lower  standards  on  time 
sales.  All  over  the  country  news¬ 
papers  and  periodicals  caution  that 
mortgaging  the  future  income  of 
consumers  threatens  our  economic 
system. 

“We  are  told  that  elaborate  ma- 
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chimry  has  been  set  up  to  control 
bank  credit  and  stock  market  credit, 
but  that  consumer  credit  on  an  in¬ 
stallment  basis  is  not  regulated  nor 
controlled.  We  are  urged  to  take 
heed  lest  the  situation  get  out  of 
hand. 

“The  figures  gathered  by  your 
association  show  that  consumer 
credit  is  rising  rapidly  to  an  all  time 
peak.  Credit  terms  are  longer,  down 
payments  are  smaller,  and  install¬ 
ment  sales  are  proportionately  more 
on  lower  total  volume  than  in  1929. 
There  is  competition  in  credit  terms 
as  well  as  in  merchandising. 

Need  for  Volume  Emphasized 

“Why  this  extension  of  the  in¬ 
stallment  credit  market?  Why  the 
weakening  of  credit  terms  ?  Why  the 
scramble  to  thrust  goods  into  the 
hands  of  the  consumer  today  on  his 
promise  to  pay  tomorrow  and  to¬ 
morrow  ? 

“The  answer  is  elementary :  to  in- 
crea.sc  your  business;  to  capture  a 
wider  market  by  tapping  lower 
levels  of  income. 

“But  what  is  the  market  you  want 
to  ca])ture  ?  Here  is  a  sample  of  the 
usual  way  in  which  analysis  is  made. 
This  analysis  has  to  do  with  the  po¬ 
tential  market  for  major  electrical 
appliances. 

“The  housing  shortage  created  by 
the  depression  requires  the  building 
of  800,000  dwellings  a  year  to  bring 
non-farm  housing  up  to  normal. 
Building  700,00  units  a  year  would 
still  leave  a  shortage,  and  building  a 
mere  600,000  a  year  would  bring  an 
acute  shortage.  Even  a  start  of 
500,000  houses'equipped  with  $200 
worth  of  refrigeration,  radio,  vacu¬ 
um  cleaner,  and  so  on,  would  open 
an  annual  market  for  one  hundred 
million  dollars  worth  of  electrical 
appliances. 

“Aside  from  the  market  created 
by  new  building  there  is,  in  existing 
homes,  an  enormous  potential  vol¬ 
ume  for  major  electrical  appliances. 
At  present  it  is  estimated  that  the 
annual  consumption  of  electricity  in 
the  average  home  is  only  8  per  cent 
of  a  completely  electrified  home.  To 
triple  or  raise  this  consumption  to 
25  per  cent  of  the  potential  con¬ 
sumption  of  a  completely  electrified 
home,  is  still  a  very  low  goal  to 
shoot  at.  If  you  do  that  you  have  a 
market  for  5  billion  dollars  of  major 
electrical  appliances. 

“On  the  basis  of  this  gratifying 
analysis,  aggressive  sales  campaigns 
are  j)lanned  to  capture  the  market 
for  major  electrical  appliances ;  and 
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the  department  stores  of  the  country 
examine  themselves  to  see  why  they 
sell  only  one  out  of  10  of  all  such 
appliances. 

“Similar  analyses  are  being  made 
of  the  potential  market  for  furniture 
to  outfit  the  new  houses  to  l)e  built, 
and  to  satisfy  in  existing  homes  the 
pent  up  consumer  demand  created 
by  lean  years.  .\nd  similar  sales 
campaigns  are  being  prepared  to 
capture  the  furniture  market. 

“In  every  line  of  importance,  en¬ 
thusiastic  plans  are  under  foot  to 
capture  this  or  that  part  of  the  mar¬ 
ket.  Hence  the  .spurt  in  installment 
.sales,  in  lowering  of  the  credit  terms, 
and  the  .spurt  in  warnings  against 
the  dangers  of  installment  sales. 

Ineoinplelencss  of  Market  .4naly.si8 
Data 

“All  analyses  of  this  character  are 
incomplete.  The  part  of  the  analysis 
that  discloses  the  need  may  Ik*  accur¬ 
ate.  The  part  that  hopes  to  exploit 
that  need  by  putting  a  major  electri¬ 
cal  ap|)liance  in  the  possession  of 
every  potential  customer  may  be  vis¬ 
ionary.  It  suffers  from  the  same 
fallacies  as  the  much  publicized 
share-the-wealth  movements.  The 
word  “capture”  is  the  key  to  the 
fallacy. 

“In  the  present  state  of  the  na¬ 
tional  income  you  cannot  ‘capture’ 
a  five  billion  dollar  market  for  elec¬ 
trical  appliances  without  seriously 
upsetting  other  markets.  This  an¬ 
alysis  is  a  sort  of  wi.shful  thinking 
that  says  ‘there  is  so  much  electrifi¬ 
cation  now ;  how  nice  it  would  be  if 
there  was  three  times  as  much ;  it 
ought  to  f)e  possible  to  have  three 
times  as  much  because  that  would 
only  mean  25  per  cent  use  of  exist¬ 
ing  electrification.  Such  an  increased 
use  of  electricity  would  mean  so 
much  more  business ;  let’s  go  after 
it.  Let’s  plan  our  community  cam¬ 
paigns  so  intelligently  that  our  pro¬ 
motions  will  be  more  successful  than 
that  of  other  fields  that  are  being 
similarly  aggressively  promoted.’ 

“In  other  words,  the  very  theory 
of  the  sales  campaign  implies  that 
there  is  competition  for  a  representa¬ 
tive  share  of  the  consumer’s  dollar. 
It  is  hoped  to  divert  his  expendi¬ 
tures  from  some  other  field  into  the 
one  you  happen  to  be  interested  in. 
Consequently,  there  is  competition 
between  trades ;  there  is  comjietition 
between  merchants  in  the  same 
trade ;  and  there  is,  in  effect,  compe¬ 
tition  between  departments  of  the 
same  store. 

“I  do  not  mean  to  imply  that  there 


is  no  substantial  demand  waiting  to 
be  satisfied  for  better  homes  and 
better  equipment.  As  we  come  out 
of  the  depression,  rising  national  in¬ 
come  does  make  a  market  that  you 
can  supply.  However,  the  emphasis 
in  your  market  research  should  be 
put  realistically  on  the  actual  and  the 
rising  income  of  the  nation. 

Analysis  and  Distribution  of 
Family  Incomes 

“The  get-your-share-of-the-con- 
sumer’s  dollar  type  of  analysis  is  un¬ 
sound  because  it  ignores  the  distri¬ 
bution  of  income  among  families. 

“The  American  standard  of  living 
is  supposed  to  include  food,  clothing, 
shelter,  medical  care,  safety  and  se¬ 
curity,  education  and  recreation. 
Various  studies  have  been  made  on 
what  tlie  average  family  needs  to 
provide  minimum  health  and  to  sat¬ 
isfy  the  most  important  basic  needs 
of  a  minimum  standard  of  living. 
These  surveys  indicate  that  $1900  to 
$2000  a  year  is  needed. 

“In  the  prosperous  year  of  1929: 

6  million  families,  or  about 
one-fifth  of  the  total,  had  in¬ 
comes  of  less  than  $1000  a 
year ; 

12  million  families,  or  a1x)ut 
two-fifths  of  the  total,  had  in¬ 
comes  of  less  than  $1500  a  year ; 

16  million  families,  or  about 
60%  of  all  families,  had  in¬ 
comes  of  less  than  $2000  a 
year. 

“The  most  frequent  income  was 
$1,300.  In  other  words,  3  families 
out  of  5  had  barely  enough  income 
to  provide  themselves  with  the  mini¬ 
mum  necessities  for  decent  living. 
Many  families  were  far  below  the 
minimum  desirable  standard. 

“I  would  say  that  these  15  million 
marginal  and  sub-marginal  families 
are  not  part  of  the  effective  market 
for  major  electrical  appliances.  They 
do  not  have  margin  enough  above 
their  subsistence  needs  to  buy  major 
electrical  appliances. 

“In  addition,  they  are  subject  to 
the  hazards  of  seasonal  unemploy¬ 
ment,  of  displacement  through  tech¬ 
nological  advances,  of  impersonal  re¬ 
lations  with  management,  of  labor 
strife,  and  of  the  ordinary  emergen¬ 
cies  of  illness,  accident  and  death. 
They  represent  problems  of  econ¬ 
omic  and  labor  insecurity  that  make 
credit  granting  a  most  risky  under¬ 
taking. 

“It  is  not  the  numlier  of  families, 
or  their  desire  for  major  electrical 
appliances,  that  form  your  market. 
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The  effective  market  is  made  up  of 
families  that  have  the  ability  to  pay 
for  major  electrical  appliances  on  the 
scale  of  prices  prevailing  at  the 
time. 

“I  would  say  your  effective  mar¬ 
ket  consists  of  the  11  million  fami¬ 
lies  that  had  incomes  in  excess  of 
$2,000.  These  are  the  families  that 
have  a  margin  left  for  the  conveni¬ 
ences  and  comforts  of  life. 

“Of  the  11  million  higher  income 
families : 

3  million  families  or  12  per 
cent  of  all  families,  had  incomes 
between  $2000  and  $2500; 

5.5  million  families  had  in¬ 
comes  between  $2500  and 
$5000; 

Only  2  million  families  or  8 
per  cent  of  all  families,  had  in¬ 
comes  greater  than  $5000. 

The  16  million  families  at  the  bot¬ 
tom  of  the  economic  scale  had  18 
billion  of  income.  The  11  million 
families  with  incomes  greater  than 
$2000  had  an  aggregate  income  of 
59  billion.  Of  these  higher  income 
families  a  considerable  portion  no 
longer  represent  virgin  demand  for 
major  electrical  appliances.  They 
now  represent  only  the  very  much 
more  leisurely  replacement  demand. 
In  this  connection  there  is.  perhaps, 
some  significance  to  the  liest  esti¬ 
mate  I  have  l)een  able  to  find  for  the 
use  of  electrical  appliances.*  Ac¬ 
cording  to  this  estimate  about  9,000,- 
000  homes  each  use  a  clock  and  a 
refrigerator,  and  alxjut  11,000,000 
homes  use  each  of  the  following : 
a  toaster,  a  cleaner,  and  a  washing 
machine.  Only  electric  irons  and 
radios  are  used  in  substantially 
greater  numbers  than  these  figures. 

Interdependence  of  National 
Income  and  Production 

“The  other  day  William  Green, 
President  of  the  American  Federa¬ 
tion  of  Lalx)r,  said  in  a  statement  on 
the  outlook  for  labor  for  1937,  that 
.one  of  the  goals  was  $3,600  annual 
income  for  each  family.  At  present 
83  per  cent  of  all  families  have  less 
than  this  income. 

“The  present  productive  capacity 
of  the  country  can  not  make  that 
much  income  possible.  We  do  not 
have  sufficient  equipment.  The  na¬ 
tional  income  is  the  national  produc¬ 
tion.  It  can  be  increased  by  improv¬ 
ing  labor  skills,  raising  machine 
efficiency  and  facilitating  the  distri¬ 
bution  of  goods  to  consumers.  In 
other  words,  the  national  income  can 
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only  be  increased  by  increasing  in¬ 
dividual  earning  power  and  national 
production. 

“In  our  most  prosperous  years, 
national  production  ran  at  80  per 
cent  of  practical  capacity.  Run  at 
maximum  efficiency  of  100  per  cent, 
the  national  industrial  machine  could 
have  increased  the  actual  goods  and 
services  produced,  say  in  1929,  only 
by  one-fifth  or  alxmt  16  billion  dol¬ 
lars. 

“This  is  a  substantial  increase  and 
if  it  were  distributed  among  the 
sub-marginal  16  million  families 
with  incomes  of  $2,000  or  less,  the 
income  of  each  of  these  families 
would  be  raised  to  $2,500.  These  16 
billion  would  flow  through  retail 
channels  of  trade  to  raise  the  stand¬ 
ard  of  living. 

“If,  in  addition,  the  productive 
equipment  of  the  country  is  expand¬ 
ed.  as  it  should  and  will  be  expand¬ 
ed,  Ix'yond  its  1929  status,  the  in¬ 
crease  in  goods  and  services,  in  fami¬ 
ly  income,  and  in  retail  trade  for 
other  than  subsistence  items,  will  be 
correspondingly  greater. 

“Then  indeed  you  would  have  a 
market  to  capture.  You  would  be 
ca]ituring  new  dollars  of  income  and 
not  merely  sub-dividing  existing 
dollars  of  income. 

“I  venture  to  suggest,  therefore, 
that  an  intelligent  interest  in  the  wel¬ 
fare  and  income  of  the  worker  will 
in  the  long  run  be  more  productive 
for  your  sales  than  the  development 
of  highly  competitive  promotion 
campaigns  based  on  the  share-the- 
existing  income  market. 

“What  the  country  needs  is  a 
larger  flow  of  funds — especially 
through  the  lower  consumptive 
channels.  Wider  distribution  of  in¬ 
come  will  not  only  offer  you  larger 
markets,  but  on  the  negative  side  it 
will  preserve  you  from  the  losses  due 
to  contraction  in  purchasing  power 
during  the  downswings  of  economic 
cycles. 

“The  depression-lwrn  schemes  of 
share-the-wealth,  shorten-the-work- 
ing-week,  or  tax-the-rich,  do  not  add 
to  income.  They  merely  sub-divide 
what  there  is. 

“Income  can  be  increased  says  the 
Brookings  Institute  Study  on  In¬ 
come  and  Economic  Progress  ‘by  the 
dynamic  concept  of  wage  and  sal¬ 
ary  payments  as  the  means  of  draw¬ 
ing  out  the  full  labor  power  of 
our  available  working  force  and  thus 
materially  augmenting  the  volume  of 
that  which  is  to  be  divided.’  In  the 
judgment  of  that  study  there  is  one 
type  of  reform  which  outranks  all 


others,  and  that  is  increasing  real 
wages  or  purchasing  power.  That  is 
a  reform  in  the  distribution,  rather 
than  in  the  creation,  of  economic 
goods. 

“That  is  why  in  the  last  report 
mailed  to  General  Electric  stock¬ 
holders,  Mr.  Gerard  Swope,  wrote 
that  ‘more  goods  for  more  people  at 
less  cost’  is  the  way  to  progress  and 
prosperity.  He  cited  examples  from 
liis  own  industry.  A  100  candlept)w- 
er  mazda  lamp  of  a  few  decades  ago 
cost  $3.50  and  today  only  20  cents, 
and  the  one  today  uses  less  than  one- 
third  the  current  required  by  the  old 
one.  The  American  people  save 
$5,000,000  a  night  in  their  lighting 
bills.  ‘Because  of  increased  efficien¬ 
cy  it  has  been  possible  to  reduce 
j)rices  so  that  two  families  can  each 
own  a  refrigerator  for  what  it  cost 
one  family  ten  years  ago,  and  the 
cost  of  operation  also  has  been 
halved.  Six  families  can  have  radios 
and  lx*tter  ones  for  the  cost  to  one 
family  just  a  few  years  ago.’ 

“This  is  the  essential  method 
of  passing  on  purchasing  power 
through  real  wages — the  passing  on 
in  lowered  prices  economies  in  costs 
that  come  from  increased  efficiency, 
large  scale  production  and  techno¬ 
logical  advances.  This  is  capitalism 
working  in  character. 

More  Goods — Lower  Prices, 
the  Solution 

“Unfortunately,  all  industry  has 
not  been  so  far  sighted.  In  our 
economy  there  are  too  many  in¬ 
stances  of  freezing  the  price  level  to 
protect  existing  enterprises.  Tlie 
governor  of  the  profit  system  is 
jirice.  If  you  lock  the  governor  you 
stall  the  mechanism.  Then  the  mech¬ 
anism  is  condemned  when  the  fault 
lies  rather  with  the  operator. 

“Abuse  of  the  profit  system  arises 
when  through  corporate  consolida¬ 
tions,  pools,  trusts,  cartels,  tariffs, 
trade  associations,  code  authorities, 
or  similar  agencies,  efforts  are  made 
to  stabilize  prices  to  maintain  the 
status  quo.  When  you  administer 
the  market  to  protect  centralized 
economic  advantage  you  violate  the 
basic  philosophy  of  the  capitalistic 
system.  The  result  is  that  a  period 
of  artificial  stability  and  dispropor¬ 
tionate  income  to  part  of  the  popula¬ 
tion,  is  followed  by  the  drastic  re¬ 
adjustments  to  reality  that  we  call 
depressions.  Our  system  of  mass 
production  requires  mass  consump¬ 
tion  and  that  we  can  only  have  by 
continually  revamping  our  price 
policy  to  lower  levels  as  progress 
makes  it  possible  to  do  so. 
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“Only  recently  the  Manufacturers 
Association  affirmed  faith  in  this 
principle  and  argued  the  necessity 
of  producing  more  goods  at  lower 
prices  in  order  to  put  the  unem¬ 
ployed  hack  to  work,  to  achieve 
prosjH'rity,  and  to  eliminate  future 
depressions. 

"This  general  and  fundamental 
princiide  applies  to  producers.  To 
see  that  it  is  carried  into  effect,  all 
citizens  have  an  interest — above  all 
business  men  interested  in  merchan¬ 
dising.  Hut  it  also  has  a  special  ap¬ 
plication  to  you  as  service  organiza¬ 
tions.  Prices  are  affected  by  distri¬ 
bution  costs  as  well  as  by  produc¬ 
tion  costs.  You  can  help  to  keep 
consumer  real  wages  and  purchasing 
power  at  the  maximum  by  keeping 
at  the  minimum  your  own  costs  of 
distribution. 

“With  all  the  genius  and  ability 
that  practical  men  and  university 
experts  devote  to  the  study  of  retail 
costs,  it  would  be  presumptuous  for 
me  to  suggest  achievable  economies 
in  the  usual  line  of  operating. 

“However,  in  expanding  install¬ 
ment  sales,  you  are  definitely  adding 
operating  costs  to  the  present  strong 
upward  trend  of  prices  and  wages. 
Costs  may  easily  outstrip  purchas¬ 
ing  iHJwer.  In  that  sense  the  warn¬ 
ings  against  insecurity  are  real. 

“Credit  service  increases  the  ex¬ 
pense  of  doing  business,  ties  up  capi¬ 
tal,  cuts  down  turnover,  involves 
large  bad  debt  losses,  and  brings  in 
its  train  a  host  of  special  evils  such 
as  return  goods  and  allowances. 

“The  National  Retail  Credit  Sur¬ 
vey  of  some  years  ago  disclosed  a 
ratio  of  returns  and  allowances  that 
was  5.2%  of  gross  cash  sales,  9.9% 
of  gross  open  credit  sales,  and  12% 
of  gross  installment  sales.  If  there 
were  no  credit,  the  ratio  of  returns 
and  allowances  on  all  sales  would 
probably  remain  constant  at  5.2%  as 
it  was  on  cash  sales.  Under  the  pres¬ 
ent  system  the  dollar  value  of  these 
adjustments  exceed  $4,200,000,000. 
On  an  all-cash  basis  it  would  not  ex¬ 
ceed  $3,000,000,000. 

“There  would  be  a  reduction  of  at 
least  $1,200,000,000  in  the  dollar 
value  of  adjustments  for  returns  and 
allowances.  If  this  reduction  in 
handling  and  reselling  were  effected, 
there  would  be  a  saving  in  operating 
cxpen.se  of  scores  of  millions.  Alto¬ 
gether  I  have  estimated  that  the  total 
direct  cost  of  credit  service  exceeds 
$600,000,000.  This  amounts  to  be¬ 
tween  3  and  4  per  cent  of  the  retail 
price  of  open  account  sales. 

“One  well-known  establishment 
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that  operates  on  a  cash  basis  claims 
a  6  per  cent  advantage  from  ‘result¬ 
ing  economies  including  efficiency 
and  volume’. 

Not  Alarmed  at  Recent  Credit 
Expansion 

“I  am  not  afraid  of  the  warnings 
against  installment  credit  as  such. 
There  are  hazards  and  dangers  of 
extending  credit  to  limited-income 
families.  To  guard  against  these,  the 
grantor  of  credit  must  know  the  psy¬ 
chology  of  the  average  family,  and 
he  must  be  equipped  to  advise,  to 
budget,  to  program  and  to  limit 
credit  realistically.  He  must  court 
public  and  consumer  favor  by  avoid¬ 
ing  questionable  collection  practices 
and  abuses  of  the  garnishee  privi¬ 
lege.  Not  only  the  total  purchase 
price  of  a  commodity  needs  to  be 
considered,  but  also  whether  the 
monthly  payment  falls  within  the 
means  of  the  purchaser.  An  intelli¬ 
gent  credit  granting  job  will  avoid 
most  of  the  costly  mistakes  that  you 
are  })eing  warned  against. 

“Such  a  job  can  be  done  and  is 
l)eing  done.  There  are  merchants 
who  are  doing  it.  There  are  pro¬ 
fessional  consumer  credit  agencies 
that  specialize  in  doing  it. 

“Credit  performs  a  necessary 
function.  It  smooths  the  distribution 
of  semi-durable  goods  among  con¬ 
sumers.  It  may  l)e  divorced  from 
merchandising,  but  it  can  not  be 
ignored.  However,  sound  public  in¬ 
terest  and  consumer  relations  place 
ujwn  the  grantor  of  credit  enlarged 
responsibility.  In  a  narrow  sense  the 
public  viewpoint  and  the  merchan¬ 


dising  viewpoint  may  not  be  har¬ 
monious.  In  a  broader  sense,  they 
are.  This  conference  recognizes  that 
fact  by  its  emphasis  on  consumer  re¬ 
lations. 

“There  are  two  difficult  jobs  in 
running  a  store — the  job  of  mer¬ 
chandising  and  the  job  of  credit 
granting.  Either  one  requires  the 
Kill  time  work  of  a  specialist. 

“The  merchant  is  not  normally  in 
a  position  to  furnish  the  constructive 
hudget  service  that  sound  credit 
granting  demands.  Often  he  is  car¬ 
ried  along  not  only  by  direct  compe¬ 
tition  on  his  goods,  but  also  with  the 
unwise  credit  policies  of  his  business 
rivals. 

“  ‘Retailers’,  says  your  Mr.  Sweit- 
zer,  ‘should  compete  with  each  other 
in  quality  of  merchandise  and  char¬ 
acter  of  service,  but  I  doubt  the 
wisdom  of  unbridled  competition 
with  credit  terms.’  The  danger  of 
unwise  overloading  of  the  purchaser 
with  credit  must  be  avoided.  Sound¬ 
er  trade  practices  carried  on  with 
greater  efficiency  to  sell  more  econ¬ 
omically  should  be  the  aim.  The 
business  man  should  seek,  through 
restrained  rather  than  unbridled 
competition  of  credit  terms,  to  regu¬ 
late  the  flow  of  consumer  credit.  For 
this  purpose  he  may  have  to  develop 
some  sort  of  centralized  control  of 
consumer  credit. 

“Society  will,  and  the  merchant 
must,  seek  the  gains  that  come 
through  lower  costs,  through  com¬ 
petition  between  sellers  on  quality 
rather  than  on  liberality  of  credit 
terms,  and  through  more  scientific 
adjustment  of  desires  to  income.’’ 


A  Flexible  Credit  Policy  That  Fits  Changing  Conditions 

By  A.  L.  Pond,  Credit  Manager,  Thalhimer’s,  Richmond,  Va. 


HOW  flexible  should  a  store’s 
credit  policy  be  to  fit  changing 
business  conditions  and  changing 
consumer  requirements  and  to  per¬ 
mit  a  store  to  get  a  maximum  of 
profitable  volume  with  a  minimum  of 
risk?  What  effect  does  the  business 
cycle  have  on  the  credit  policy  of  a 
retail  store  ?  These  factors  were 
traced  in  an  interesting  paper  pre¬ 
pared  by  Mr.  Pond,  who  was  re¬ 
cently  elected  a  member  of  the 
Board  of  Directors  of  the  Credit 
Management  Division. 

After  having  presented  a  rather 
instructive  background  of  credit 
conditions  immediately  following  the 
World  War,  Mr.  Pond  referred  to 
conditions  prevailing  at  the  time  of 
the  financial  collapse  of  1929  by 


these  remarks: 

“You  and  I  can  well  remember 
the  number  of  accounts  that  we  had 
on  our  books  following  the  crash  of 
1929  which  were  unable  to  pay  im¬ 
mediately — the  affected  accounts  due 
to  the  closing  of  businesses — the  re¬ 
duced  salaries  because  of  losses  on 
the  part  of  manufacturers  and  pro¬ 
prietors — the  readjustments  of  busi¬ 
ness  and  the  almost  universal  dis¬ 
tress.  Many  whom  we  thought  well 
to  do  and  able  to  pay  their  bills  were 
unable  to  do  so  immediately,  al¬ 
though  they  have  done  so  since  that 
period.  This  depression  starting 
with  1929,  as  we  know,  continued 
until  1933  when  President  Roosevelt 
was  inaugurated. 

“We  well  remember  that  Sunday 
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morning  when  our  papers  said  there 
would  be  a  National  Banking  Holi¬ 
day.  On  that  Sunday  morning  I  met 
the  members  of  our  firm  at  the  home 
of  Mr.  William  Thalhimer  who  re¬ 
ferred  to  the  article  in  the  paper  and 
asked  me  what  I  thought  we  should 
do.  My  answer  was  that  our  ac¬ 
counts  had  all  been  thoroughly  in¬ 
vestigated  and  that  I  had  confidence 
in  our  people  to  buy  their  necessities 
and  not  to  be  extravagant  during 
this  period  and  to  pay  their  bills  as 
well  as  they  possibly  could.  The  re¬ 
sult  of  that  conference  was  that  we 
advertised  in  the  newspapers  for  our 
customers  to  use  their  charge  ac¬ 
counts,  calling  particular  attention 
to  the  Hostess  Department.  The 
public  responded  as  anticipated,  buy¬ 
ing  cautiously  and  for  immediate 
needs. 

“Many  checks  were  accepted  for 
merchandise.  A  close  check  was 
kept  on  banks  which  did  not  reopen 
and  we  held  checks  on  some  of  those 
banks  but  we  did  not  experience  any 
difficulty  whatsoever  in  collecting 
cash  for  these  checks  within  a  rea¬ 
sonable  length  of  time.  This  period 
made  a  most  profound  impression 
upon  me.  I  felt  sure  that  our  cus¬ 
tomers  desired  to  maintain  their 
credit  standing  and  not  buy  beyond 
their  means  and  still  feel  that  desire 
is  our  best  collection  medium. 

“I  believe  an  account  that  is 
opened  on  a  basis  of  character  in 
good  times  will  not  change  in  bad 
times.  Instead  of  running  up  ac¬ 
counts  of  extravagance  the  average 
customer  will  check  herself  and  not 
require  you  to  do  the  checking.  Of 
course  we  shall  always  have  with  us 
those  people  who  try  to  keep  up 
with  the  Joneses,  are  extravagant  for 
some  reason  or  other,  those  who 
suffer  from  unemployment  and  sick¬ 
ness,  but  if  we  open  those  accounts 
that  have  a  good  moral  background, 
a  prompt  paying  habit,  those  cus¬ 
tomers  will  stand  by  you  in  good 
times  and  in  bad  times  and  will  not 
cause  any  sleepless  nights. 

“Since  1933,  the  cycle  has  been  on 
the  up  curve.  Those  who  lost  their 
homes  and  their  jobs  after  1929, 
have  in  many  cases  been  reemployed 
and  some  of  them  have  applied  for 
credit.  During  that  period  of  unem¬ 
ployment  or  misfortune,  bankruptcy 
was  recommended  to  them  or  they 
took  bankruptcy  through  their  ig¬ 
norance  or  bad  advice — through  fear 
of  losing  their  positions. 

“Under  ordinary  conditions,  I  be¬ 
lieve  that  the  person  w'ho  allows  a 
judgment  to  go  against  him  is  care¬ 


less  about  his  credit  and  is  not  en¬ 
titled  to  an  account  until  after  the 
circumstances  surrounding  the  judg¬ 
ment  have  been  thoroughly  investi¬ 
gated.  The  same  thing  is  true  of 
bankruptcy.  Under  present  condi¬ 
tions,  I  believe  that  a  number  of 
bankruptcies  and  judgments  and 
garnishees  were  caused  by  condi¬ 
tions  over  which  the  customer  had 
no  control.  An  investigation  of 
many  of  them  has  shown  us  that  the 
claims  have  been  paid  and  the  cus¬ 
tomer  is  now  worthy  of  an  account. 

It  is  my  belief  that  a  customer 
who  has  unpaid  judgments  or  even 
recently  paid  judgments  on  record 
against  him  should  be  declined. 

“Many  people  find  an  excuse  for 
themselves  for  going  into  bankrupt¬ 
cy  due  to  the  conditions  of  the  past 
few  years.  The  fact  that  some  Credit 
Managers  will  accept  such  accounts 
before  the  old  obligations  are  paid 
contributes  to  the  evil  instead  of 
helping  it.  Unless  Credit  Men  zvill 
investigate  bankruptcy  thoroughly 
and  refuse  credit  except  when  the 
bankruptcy  zvas  due  to  circum¬ 
stances  zt'hich  thoroughly  satisfy 
their  requirements,  such  as  a  husi- 
ness  bankrupt  or  a  real  estate  bank¬ 
ruptcy,  I  feel  that  the  public  will 
continue  to  view  bankruptcy  as  a 
minor  affair.  Let  the  Credit  Man 
insist  that  your  fellow  merchants  be 
paid  before  he  gets  on  your  books 
and  he  will  realize  just  what  bank¬ 
ruptcy  means  to  him. 

Applies  Ten-Pay  Note  Plan  to 
P.  &  L.  Accounts 

“Since  1935,  we  have  found  many 
of  our  accounts  w'hich  had  been 
charged  to  Profit  and  Loss,  have 
iK'cn  restored  through  the  paying  up 
of  the  old  balances  and  the  opening 
of  a  new  account.  Our  Profit  and 
Loss  collections  for  1936  have  lieen 
almost  twice  as  much  as  they  were 
in  1935.  Some  of  these  re-estab¬ 
lished  accounts  have  been  reopened 
for  a  limited  amount  following  the 
transfer  of  their  old  balances  to  a 
Ten  Payment  Note  Plan. 

“Prior  to  1936,  we  handled  a 
number  of  our  accounts  through  the 
industrial  department  of  our  bank. 
Early  in  this  year,  we  decided  to 
handle  these  notes  through  our  con¬ 
tract  department.  We  use  the  same 
form  of  note  as  the  bank,  the  only 
difference  being  that  the  note  is  pay¬ 
able  at  our  store.  The  principal  ad¬ 
vantages  to  the  customers  are  that 
we  do  not  observe  a  minimum  fi¬ 
nance  charge — we  do  not  have  any 


fines — we  are  open  until  5 :30  each 
day  as  compared  to  2  o’clock,  on  the 
part  of  the  bank  and  we  do  not 
write  the  customer  collection  letters 
immediately  if  the  payment  is  not 
made  on  the  due  date.  As  they  are 
our  customers,  it  is  an  advantage  to 
the  store  to  have  them  come  into  the 
store  and  make  their  payments 
rather  than  go  to  the  bank. 

“The  finance  charge  is  of  course 
additional  profit  since  we  had  to  do 
most  of  the  collecting  ourselves  on 
those  notes  which  were  at  the  bank. 
This  note  plan  has  been  a  conveni¬ 
ence  to  our  customers  through 
means  of  making  additional  sales, 
the  collection  of  past  due  accounts 
and  the  rehabilitation  of  some  profit 
and  loss  accounts. 

Collection  Policy 

“Our  collection  policy  has  always 
l)een  one  of  sympathetic  cooperation, 
while  our  letters  and  statements  call 
attention  to  our  terms  and  we  are 
continually  preaching  terms  to  our 
customers  when  they  call. 

“We  take  notice  of  their  individ¬ 
ual  problems  and  try  to  work  them 
out.  Onr  Ten  Payment  Plan  is  an 
outgrowth  of  our  desire  to  be  of 
service.  We  frequently  write  the 
customer  offering  this  plan  when 
their  payments  are  small  in  com¬ 
parison  to  their  outstanding  balance. 
The  customers  appreciate  the  fact 
that  we  are  offering  them  a  coopera¬ 
tive  plan  and  the  approach  from  a 
standpoint  of  helpfulness  instead  of 
demanding  payment.  The  customer 
of  course  has  the  option  of  handling 
the  note  through  the  bank  or 
through  our  store. 

“We  also  sell  the  customer  on  a 
longer  term  basis,  through  our  bud¬ 
get  accounts  and  we  feel  that  we  can 
restrict  these  accounts,  extending 
trial  accounts  to  those  people  who 
have  never  established  their  credit  or 
those  who  wish  to  re-establish  their 
credit.  On  budget,  contract  and 
notes,  a  carrying  charge  is  made. 
We  believe  that  the  average  account 
under  average  circumstances  should 
pay  a  carrying  charge  beyond  thirty 
to  sixty  days. 

“If  an  account  exceeds  the  limit, 
the  blame  may  be  on  you  for  hav¬ 
ing  placed  the  limit  too  low  or  the 
customer  may  be  buying  unusual 
purchases — perhaps  for  a  wedding 
or  outfitting  a  new  home.  Investi¬ 
gate  those  accounts  that  seem  to  be 
going  beyond  their  limit.  Revise 
those  limits  up  or  down  as  the  new 
report  may  show.  Investigate  those 
accounts  that  are  slow  and  do  not 
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respotid  to  reasonable  demands  for 
payment. 

“Write  the  inactives  to  come  back 
for  many  have  returned  to  work. 
Write  the  Profit  and  Loss  accounts 
— not  your  bankrupts — not  your  ac¬ 
counts  that  have  been  reduced  to 
judgments,  but  those  that  you 
charged  off  because  of  unemploy¬ 
ment.  Try  to  locate  your  skips 
again.  See  if  you  can’t  get  them 
back  on  your  books  if  they  are  now 
employecl,  making  some  definite  ar- 
rangc'inent  for  the  re-establishment 
of  their  old  account.  This  may  be 
done  through  a  Ten  Payment  Plan 


Advocating  a  change  from 

antiquated  dunning  methods  in 
favor  of  adopting  a  more  humane 
and  modern  collection  technique, 
Mr.  Fowler  made  a  number  of  inter¬ 
esting  jx)ints  well  worth  the  consid¬ 
eration  of  retailers  contemplating 
such  a  change. 

Among  other  things,  he  said,  “It 
seems  strange  that  there  has  been  so 
little  improvement  in  the  collection 
procedures  that  we  follow.  We  all 
have  about  the  same  collection  sys¬ 
tem.  We  faithfully  send  out  dunning 
notices  month  after  month.  The 
longer  the  account  is  overdue  the 
more  drastic  the  tone  of  our  dunning 
notices  becomes,  until  finally  every 
letter  contains  a  threat. 

“We  measure  the  efficiency  of  our 
Collection  Department  by  the  num¬ 
ber  of  dunning  notices  it  sends  out. 
The  fact  that  we  have  made  an  in¬ 
crease  in  our  Collection  percentage 
does  not  necessarily  mean  that  our 
procedure  is  right.  We  may  be  too 
strict.  Anyone  can  collect  money  by 
harsli  methods;  but  when  the  bill  is 
paid,  that  is  the  end.  We  hear  very 
little  about  the  reaction  our  dunning 
creates,  because  the  average  custom¬ 
er  does  not  take  the  time  nor  the 
trouble  to  let  us  know*.  Therefore, 
what  does  our  collection  method 
cost  us  in  customers’  goodwill  and 
future  business? 

“I  do  not  advocate  the  discontinu¬ 
ance  of  all  our  dunning  practices, 
nor  do  I  approve  of  a  loose  collec¬ 
tion  system ;  but  I  do  think  we 
should  change  some  of  our  antiqua¬ 
ted  ones  to  more  humane  and  mod¬ 
ern  methods.  The  very  nature  of 
our  businesses  makes  it  impossible 
to  know  all  of  our  customers  person- 
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Note  if  necessary  and  a  small  limit 
given  on  open  account.  If  they  are 
now  employed  you  are  not  taking 
any  risks  and  you  are  building  up  a 
friendly  feeling  for  the  future. 

“An  old  bookkeeping  teacher  of 
mine  drove  home  his  points  by  say¬ 
ing,  ‘Put  them  down  right,  add  them 
up  right,  and  they  sure  w’ill  come 
out  right.’ 

“It  is  my  thought  that  if  you  look 
up  your  applications  right  and  limit 
them  right,  you  will  come  out  right, 
whether  the  times  be  prosperous  or 
we  have  a  depression.’’ 


ally.  Therefore,  we  have  to  depend 
on  a  mechanical  collection  system  to 
follow  those  accounts  in  arrears.  The 
notices  we  send  should  be  mild  in 
tone,  neat  in  appearance,  and  imper¬ 
sonal  in  nature. '  They  should  con¬ 
stantly  refer  to  our  30-day  charge 
account  terms,  so  as  to  gradually 
educate  our  customers  to  pay 
promptly.  The  notices  should  create 
the  impression  that  they  are  sent  to 
all  accounts  in  arrears,  as  it  will  help 
to  lessen  any  possible  resentment 
when  they  are  received.  Store  or 
Community  credit  policy  should  de¬ 
termine  at  what  state  of  the  delin¬ 
quency  the  account  should  be  sig¬ 
nalled  or  coded  against  the  charging 
of  additional  purchases.  When  the 
time  has  been  determined,  all  ac¬ 
counts  arriving  at  this  period  should 
automatically  be  coded.  It  is  good 
policy  to  suggest  in  the  collection 
notice  sent  just  prior  to  this  time 
that  such  action  is  about  to  be  tak¬ 
en.  In  many  cases,  this  will  collect 
the  account,  or  will  avoid  any  mis¬ 
understanding  later  if  a  purchase  is 
held  up.  By  automatically  signaling 
every  account,  it  gives  you  an  oppor¬ 
tunity  to  see  what  is  being  charged ; 
also  a  chance  to  authorize  sales 
when  the  circumstances  warrant  it. 
Then  the  time  arrives  to  substitute 
dunning  letters  of  a  more  drastic 
tone,  and  finally  develop  them  into 
threats.  This  is  the  part  of  the  aver¬ 
age  Collection  Procedure  that  in  my 
estimation  is  old-fashioned  and 
wrong.  Little  or  no  improvement 
has  been  made  in  it.  Instead  of  sub¬ 
stituting  letters  that  may  be  offen¬ 
sive,  we  should  realize  that  the  first 
series  did  not  bring  the  desired  re¬ 
sults  ;  and  we  should  try  some  other 


method  of  persuasion.  This  is  the 
time  to  personally  get  acquainted 
with  our  customers. 

New  Approaches 

“When  the  debtor  first  applied  for 
a  charge  account,  we  very  diplomati¬ 
cally  filled  in  an  application  for 
credit.  Later  we  purchased  a  report 
from  our  local  Credit  Bureau.  Fin¬ 
ally,  we  carefully  read  the  refer¬ 
ences,  opened  the  account,  and 
j)laced  the  information  on  file. 
What  use,  if  any,  does  our  Collec¬ 
tion  Department  make  of  this  valu¬ 
able  record  ?  The  average  Collection 
Department  refers  very  little  to  it. 
We  should  remove  the  application 
from  file,  read  the  references,  and 
then  telephone  to  the  debtor.  After 
we  have  completed  the  call,  we  find 
in  the  majority  of  cases  that  he  is 
the  same  good  moral  risk  that  he 
was  when  the  account  was  opened; 
hut  for  some  reason,  he  has  tempora¬ 
rily  become  financially  embarrased. 

“Such  a  practice  in  many  cases 
makes  it  possible  to  arrange  for  the 
charging  of  a  limited  amount  while 
the  account  is  paying  out,  and  avoids 
the  possibility  of  this  business  going 
to  our  competitors.  I  have  seen 
many  fine  examples  where  one  tele¬ 
phone  call,  properly  made,  collected 
more  money  than  four  or  five  dun¬ 
ning  notices  previously  sent.  By 
having  a  frank  telephone  conversa¬ 
tion  with  the  debtor,  it  will  eliminate 
the  possibility  of  a  misunderstanding 
and  avoid  the  sending  of  threatening 
letters. 

“Telephone  collection  procedure 
early  in  the  delinquency  of  the  ac¬ 
count  will  help  you  to  decide  wheth¬ 
er  the  debtor  wants  to  pay  and  can’t 
or  whether  it  is  a  plain  case  of  evad¬ 
ing  the  payment  of  an  honest  debt. 
The  latter  group,  which  is  a  very 
small  percentage  of  the  total,  should 
be  watched  closely  and  handled  in¬ 
dividually. 

Telephone  Collections 

“We  should  be  as  particular  in  the 
selection  of  our  telephone  collectors 
as  we  would  of  any  individual  in  our 
Credit  Department  who  comes  in 
contact  with  our  customers.  They 
should  preferably  be  men  with  an 
understanding  nature,  mild  manner 
and  a  pleasing  personality.  They 
should  have  sufficient  knowledge  of 
the  store  operations,  and  particularly 
the  Credit  Department,  in  order  to 
be  able  to  do  an  intelligent  job. 


Effective  Collection  Methods 

By  J  oseph  L.  Fowler,  Collection  Manager,  Jordan  Marsh  Co., 
Boston,  Mass. 
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“Sometimes  we  are  unable  to  ob¬ 
tain  the  cooperation  of  the  wife  in 
the  settlement  of  an  overdue  bill. 
In  such  cases,  the  husband  should 
be  called.  It  develops  many  times 
that  the  husband  does  not  know 
about  the  bill,  and  settlement  in  full 
generally  follows  in  a  few  days.  It 
is  advisable  in  some  cases  to  buy  an 
up-to-date  report  from  the  Credit 
Bureau  to  verify  the  statements 
made  regarding  unemployment,  etc. 
A  telephone  collector  can  contact 
twice  as  many  customers  as  an  out¬ 
side  man.  However,  there  will  al¬ 
ways  be  some  customers  who  cannot 
be  reached  by  telephone.  These  ac¬ 
counts  should  be  given  to  an  outside 
collector  to  have  him  call  personally 
at  the  home  or  business  address. 
In  order  to  avoid  the  possibility  of 
putting  on  too  much  pressure,  he 
should  be  paid  a  salary  instead  of  a 
commission.  He  should  be  equipped 


to  make  an  arrangement  for  pay¬ 
ment  that  will  be  as  satisfactory  to 
the  customer  and  acceptable  to  the 
store  as  we  would  make  if  the  cus¬ 
tomer  were  seated  in  our  office. 

“Because  of  their  geographical  lo¬ 
cation  to  our  store,  some  of  our 
rural  debtors  may  feel  secure  from 
our  collection  follow-up  and  allow 
our  collection  reminders  to  remain 
unanswered.  It  is  also  important 
that  we  contact  these  customers  per¬ 
sonally,  and  it  can  be  done  with  very 
little  additional  expense.  If  the  bal¬ 
ance  due  is  of  sufficient  amount  to 
warrant  the  expense  of  a  telephone 
call,  we  should  make  it.  One  call 
properly  handled  should  be  all  that 
is  necessary.  The  cost  would  be 
offset  by  the  elimination  of  addition¬ 
al  letters  that,  probably,  would  also 
remain  unanswered. 

“Collection  work  is  very  fascinat¬ 
ing  when  it  is  handled  in  a  humane 


and  understanding  manner.  It  makes 
life-long  friends  as  well  as  customers 
for  our  store.  To  do  an  intelligent 
collection  job,  we  should  discontinue 
the  threatening  letters  that  have  no 
effect  on  the  bill  evaders,  but  cause 
heartaches  to  the  majority  who  want 
to  pay  and  can’t.  Our  years  of  credit 
experience  should  make  it  possible 
for  us  to  determine  the  intentions  of 
our  debtors,  give  advice  to  those 
who  need  it.  and  help  them  out  of 
their  financial  difficulties.  At  the  end 
of  the  month,  we  will  find  that  our 
collection  percentage  has  gone  high¬ 
er  than  we  anticipated.  We  will  l)e 
happy  in  the  knowledge  that  in  do¬ 
ing  a  good  collection  job  we  have 
also  lightened  the  burden  of  our 
fellow-men  by  our  humane  collec¬ 
tion  policy.  Then  we  can  say  that 
our  collection  procedure  is  not  detri¬ 
mental  to  our  customers’  goodwill 
and  future  business.’’ 


Merchandising  Carpets  and  Rugs 

(Continued  from  page  70) 


George  Horton,  Vice-President  of 
the  Byron  G.  Moon  Company,  Inc., 
assisted  by  Miss  Gladys  Winegar, 
Director,  Textile  and  Education  Bu¬ 
reau  and  Miss  Rose  Mary  Fisk,  Di¬ 
rector,  Home  Furnishings,  of  the 
same  company  directed  the  demon¬ 
stration. 

“We  have  called  our  demonstra¬ 
tion  an  Educational  Fashion  Show’’, 
said  Mr.  Horton.  “This  is  the  sec¬ 
ond  time  such  a  thing  has  been 
done.  It  was  done  first  in  Carson 
Pirie  Scott  &  Company’s  retail  store 
in  Chicago.  At  that  meeting  we  had 
a  group  of  about  fifty  educators 
and  certain  editors  from  the  Chicago 
local  press,  and  some  of  those  who 
were  there  from  New  York.  This 
is,  as  nearly  as  we  could  do  it,  a 
replica  of  the  showing  we  had  in 
that  department,  a  group  of  en¬ 
sembles  demonstrating  certain  spe¬ 
cific,  tested  principles  of  display  and 
coordination  of  furniture,  draperies, 
wall  coverings  and  accessories.’’ 

Miss  Winegar  spoke  of  her  con¬ 
tacts  with  consumers:  “In  my  go¬ 
ing  about  talking  to  educational 
groups  and  consumer  groups  of  club 
women,  I  have  found  a  constant  re¬ 
quest  for  facts  concerning  certain 
things  which  they  are  interested  in 
buying.  Their  reason,  of  course,  is 
they  say,  ‘We  want  to  make  more 
intelligent  selection’.’’ 


In  a  series  of  charts  and  slides. 
Miss  Winegar  illustrated  the  various 
processes  involved  in  the  manufac¬ 
turing  of  rugs,  designed  to  create 
consumer  interest. 

Miss  Fisk  followed  with  a  talk 
on  style  factors  emphasizing  devel¬ 
opments  suggested  by  the  Style 
Trend  Council  to  give  an  idea  of 
several  ways  stores  might  better 
serve  its  customers — the  woman  in 
the  home. 

Among  other  things.  Miss  Fisk 
said,  “You  will  find  more  careful 
styling  goes  into  carpets  for  all  price 
brackets,  more  attention  is  paid  to 
the  ensemble.  You  will  find  that 
manufacturers  are  doing  something 
which  is  quite  new  in  this  field  and 
that  is  combining  tbeir  knowledge  in 
tbeir  own  particular  field  to  see  how 
it  fits  in  with  the  general  picture. 

“The  major  trends  in  decoration 
change  very  little  from  year  to  year. 
The  picture  a  year  ago  or  two  years 
ago  shows  the  preferred  styles  are 
the  18th  Century  styles  in  furni¬ 
ture,  and  the  things  that  go  with 
them,  the  modern,  and  the  Early 
American.  These  are  basic  to  our 
home  furnishing  history,  but  each 
season  brings  some  new  develop¬ 
ments,  and  one  important  trend  that 
cannot  be  ignored  today  is  tbe  trend 
towards  quality. 

“Wbat  is  happening  in  carpets 


and  rugs  today  is  this:  First,  color, 
lots  more  color,  subtle  color,  richer 
colors  in  the  darker  shades,  much 
more  delicate  colors  in  the  pastel 
shades,  more  ingenious  combination, 
and  designed  rugs.  In  design  it  is 
much  more  carefully  selected  de¬ 
signs.  Modern  designs  are  not  so 
bizarre  and  grotesque,  but  tradition¬ 
al  designs  from  early  American 
hooked  rugs,  or  Persian  rugs,  or 
Chinese  rugs  truly  representative  of 
the  best  in  that  tradition,  the  better 
types  of  fine  Orientals,  the  finely 
drawn  Hermans  and  Fereghams, 
and  rugs  of  that  kind,  with  carefully 
selected  grounds  and  top  colors. 

“And  another  element  in  the  fash¬ 
ion  picture  is  that  the  floor,  the  size 
of  the  rug  in  its  relation  to  the 
room,  has  come  to  be  a  definite  fac¬ 
tor.  Many  of  you  have  had  a  feel¬ 
ing  that  the  only  size  rug  you  could 
buy  was  9  x  12,  whether  or  not 
that  fitted  your  room  and  problems. 
The  increase  in  the  use  and  sale  of 
broadloom  carpet  has  had  something 
to  do  with  that.  Many  people  have 
been  carpeting  floors  from  wall  to 
wall,  or  have  had  broadloom  cut  to 
size  to  fill  as  nearly  as  possible  the 
size  of  the  floor ;  but  also  other 
carpets  and  rugs  are  now  offered 
in  the  full  range  of  sizes,  as  many 
as  twenty-five  sizes,  so  that  you  can 
buy  exactly  the  size  for  your  room.’’ 
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Said  s  Promotion 


William  H.  McLeod 


Frank  A.  Black 


At  the  meeting  of  the  Board  of  Directors  of  the 
Sales  Promotion  Division  on  J  anuary  20th,  Chair¬ 
man  McLeod  was  unanimously  reelected  to  serve  . 
for  the  year  1937.  The  Board’s  Officers  also  were  re¬ 
elected — Karl  Egge,  Bloomingdale’s  New  York,  re¬ 
maining  as  Vice-Chairman,  and  B.  W.  Newell,  Flint 
and  Kent,  Buffalo,  continuing  as  Secretary-Treasurer. 

John  Wood,  B.  Altman  &  Company,  New  York,  was 
reelected  to  the  Executive  Committee,  and  William 
Howard,  Montgomery  Ward  &  Company,  Chicago, 
was  named  on  this  committee  in  place  of  Paul  E. 
Murphy,  Frederick  Loeser  &  Company,  Inc.,  Brook¬ 
lyn,  New  York,  who  automatically  became  a  mem¬ 
ber  of  the  Advisory  Council  of  Ex-Chairmen,  replac¬ 
ing  William  T.  White. 

Frank  A.  Black,  one  of  the  original  sponsors  of  the 
N.  R.  D.  C.  A.  Sales  Promotion  Division,  and  long  ac¬ 
tive  in  the  Division’s  functioning,  was  honored  hy 
being  elected  the  first  Life  Member  of  the  Board  of 
the  Sales  Promotion  Division. 


The  newly-elected  Directors  are  as  follows: 

Arthur  D.  Buckland,  The  Fair,  Chicago,  Ill. 

C.  1.  Burtanger,  The  Rike-Kumler  Company, 
Dayton,  Ohio 

Willard  H.  Campbell,  C.  Fox  and  Company, 
Hartford,  Conn. 

Andrew  Connolly,  Joseph  Horne  Company, 
Pittsburgh,  Pa. 

Paul  Hollister,  R.  H.  Macy  &  Company,  Inc., 

New  York,  N.  Y. 

*B.  Lewis  Posen,  Hochschild,  Kohn  and 
Company,  Baltimore,  Md. 

Mrs.  Dorothy  E.  Swenson,  Abraham  and 
Straus,  Inc.,  Brooklyn,  N.  Y. 

*Mr.  Posen  was  named  to  complete  the  unexpired 
term  of  Oscar  R.  Strauss,  Jr.,  who  has  become  Store 
Manager  of  Rich’s,  Inc.,  Atlanta,  Ga. 

Thus  the  complete  line-up  of  your  Board  of  Direc¬ 
tors  for  1937  is  as  follows: 


CHAIRMAN 

♦William  H.  McLeod 
Wm.  Filene’s  Sons  Co. 

Boston,  Mass. 

VICE-CHAIRMAN 

♦Karl  Egge 
Bloomingdale’s 
New  York,  N.  Y. 

SECRETARY-TREASURER 

♦B.  W.  Newell 
Flint  &  Kent 
Buffalo,  N.  Y. 

♦William  Howard 
Montgomery  Ward  &  Co. 
Chicago,  Ill. 

♦John  Wood 
B.  Altman  &  Company 
New  ’^ork,  N.  Y. 


C.  Gordon  Anderson 

Burdine’s 

Miami,  Fla. 


Paul  Bl.ackburn 

The  D.  M.  Read  Company 

Bridgeport,  Conn. 

Arthur  D.  Buckland 
The  Fair 
Chicago,  Ill. 

C.  I.  Burtanger 

The  Rike-Kumler  Company 

Dayton,  O. 

Willard  H.  Campbell 
G.  Fox  &  Company 
Hartford,  Conn. 

Andrew  Connolly 
Joseph  Home  Company 
Pittsburgh,  Pa. 

Paul  Hollister 
R.  H.  Macy  &  Co.,  Inc. 

New  York,  N.  Y. 

L.  S.  McMeekin 
Frank  &  Seder,  Inc. 

Pittsburgh,  Pa. 

B.  Lewis  Posen 
Hochschild,  Kohn  &  Company 
Baltimore.  Md. 


H.  L.  Redman 
Saks-34th  Street 
New  York,  N.  Y. 

Robert  Smith 
Lipman,  Wolfe  &  Company 
Portland,  Oregon 
Dorothy  E.  Swenson 
Abraham  &  Straus,  Inc. 

Brooklyn,  N.  Y. 

Ralph  L.  Yonker 

The  J.  L.  Hudson  Company 

Detroit,  Mich. 

ADVISORY  COUNCIL 
OF  EX-CHAIRMEN 
Kenneth  Collins 
Gimbel  Brothers 
New  York,  N.  Y. 

Paul  E.  Murphy 
Frederick  Loeser  &  Co.,  Inc. 
Brooklyn,  N.  Y. 

HONORARY  LIFE  MEMBER 
of  the  BOARD 
Frank  A.  Black 
*Execwtive  Committee. 


February,  1937 


The  Bui.letin  of  the  National  Retail  Dry  Goods  Association 


81 


The  Sales  Promotion  Sessions 


Thomas  Robb,  Manager,  Sales  Promotion  Division 


Reported  by 

JUDGING  from  comments  that 
have  reached  us  following  the 
Convention,  the  membership  con¬ 
sidered  the  Sales  Promotion  Ses¬ 
sions  decidedly  productive.  For  the 
first  time  we  used  the  Panel  Dis¬ 
cussion  type  of  session — emulating 
the  highly  successful  Personnel 
Group  meetings — and  the  24  ten- 
minute  talks  that  resulted  enlivened 
the  sessions  considerably.  They  also 


PAUL  Hollister  launchetl  our 
first  session  with  a  splendid  con¬ 
tribution  to  retail  sales  promotion. 
Mr.  Murphy  later  commented  that 
Mr.  Hollister  had  given  “more  than 
an  ideal  program  for  1937.”  On  the 
subject,  “What  Should  the  Proper 
Conception  of  Sales  Promotion 
Be?”,  Mr.  Hollister  enumerated  a 
constructive  seven-}X)int  program, 
which  he  recommended  l)e  based  on 
the  following: 

1.  A  nice  judgement  as  to  wheth¬ 
er  Sales  Promotion  activities — indi¬ 
vidually  and  collectively — contribute 
to  a  traceable  result. 

2.  An  analysis  and  projection  of 
the  strengths  in  the  programs  which 
saw  us  through  the  depression. 
“Unless  we  lead  from  strength  we 
need  not  expect  to  lead.  And  only 
strength  will  crowd  out  weakness.” 

3.  The  conifMjsite  opinion  of  the 
responsible,  daring  and  significant 
individuals  (the  strong  “natural 
salesmen”)  who  make  up  the  essen¬ 
tially  human  personality  of  the  store. 
It  will  not  be  based  on  an  individual 
analysis,  opinion  or  gamble. 

4.  A  firm  conviction  that  no  pro¬ 
motion  is  sound,  or  likely  to  build 
enduring  sales,  which  does  not  ap¬ 
peal  to  the  sales  promoter  himself 
as  a  sincere  offer  which  would  rea¬ 
sonably  attract  him  personally. 

5.  An  emotional  liking  for  ex- 


helped  us  make  definite  progress 
toward  eliminating  generalities  in 
favor  of  getting  down  to  “brass 
tacks.” 

It  would  be  difficult  to  select  high¬ 
lights  of  these  sessions,  all  of  which 
were  crammed  full  of  valuable  in¬ 
formation.  Every  speaker  did  his 
or  her  part  very  capably,  as  demon¬ 
strated  by  the  keen  interest  prevail¬ 
ing  at  all  times. 


citement — agreeable  emotional  stim¬ 
ulation  of  the  eyes,  ears,  fingers  and 
brain. 

6.  Constant  observation  of  the  be¬ 
havior  of  the  customer  within  the 
store  and  outside. 

7.  The  acute  need  for  a  militant 
understanding  by  the  consumer  of 
the  functions  and  services  performed 
by  the  retail  distributor.  The  con¬ 
ception  of  sales  promotion  for  1937 
should  bring  an  emphatically  favor¬ 
able  answer  to  this  question:  “Will 
this  find  the  1938  consumer  ready 
to  rally  to  the  defense  of  his  store¬ 
keepers  ?” 

Ben  Posen  stated  “that  an  effec¬ 
tive  Sales  Promotion  organization 
from  now  on  MUST  include  some 
provision  for  putting  our  operations 
on  a  more  scientific  footing.”  While 
most  of  us  possess  at  least  the 
nucleus  of  the  kind  of  set-up  we 
should  have,  he  felt  that  any  im¬ 
portant  revision  should  be  preceded 
by  a  change  in  the  point-of-view  of 
l)oth  sales  promoters  and  store  own¬ 
ers.  Said  Mr.  Posen:  “Let’s  look 
at  our  organizations  to  see  if  we 
have  the  right  people  or  enough  of 
them.  We  should  determine  whether 
we  are  giving  our  good,  creative 
people  enough  encouragement, 
whether  we  are  hemming  them  in 
with  hide-bound  restrictions  or  giv¬ 
ing  them  a  chance  to  develop  their 
talents  to  the  fullest  for  our  benefit.” 


In  line  with  the  decision  of  many 
stores  to  act  at  last  concerning  the 
matter  of  Internal  Store  Promotion, 
Mr.  Posen  recommended  “that  some 
one  in  each  of  our  organizations  l)e 
made  definitely  resixmsible  for 
l)oint-of-sale  presentations.  This 
Iverson  should  see  that  ‘selling’  as¬ 
sortment  displays  are  created,  that 
enough  and  well-worded  signs  are 
used  where  they  are  needed,  that 
cases  are  kept  looking  new  and 
freih,  that  every  display  tells  a 
story,  that  interior  displays  tie  up 
with  windows  and  with  advertising. 
It  needn’t  be  a  costly  proposition.” 

Paul  Murphy  in  presenting  a 
constructive  talk  on  making  sales 
promotion  more  effective,  stated 
tliat  “the  shortest,  simplest,  most 
direct  method  of  achieving  this  re¬ 
sult  is  to  build  our  efforts  around 
merchandise  items  which  give  prom¬ 
ise  of  producing  real  results.”  Ob¬ 
serving  that  it’s  the  Buyer  who 
should  decide  this  issue,  Mr.  Mur- 
l)hy  doubted  whether  the  average 
Buyer  spends  more  than  six  of  his 
192  business  hours  on  matters  of 
sales  promotion,  and  questioned 
further  whether  more  than  two  of 
these  six  hours  w'ere  used  in  decid¬ 
ing  what  to  promote.  “If  our  buy¬ 
ers  and  merchandisers  can’t  or  won’t 
or  don’t  provide  us  with  the  right 
merchandise  to  promote,  we’re 
licked  before  we  start  and  we  might 
just  as  well  admit  it.  In  the  average 
store  you  can  count  on  the  fingers  of 
two  hands  the  buyers  who  have  a 
Hare  for  providing  promotional  ma¬ 
terial  that  will  click.  This  means 
that  the  other  buyers  are  wasting  a 
lot  of  money  on  advertising,  for  the 
productiveness  of  which  sales  pro¬ 
motion  men  are  supposed  to  be  re¬ 
sponsible.” 

Mr.  Murphy  recommended  three 
steps  to  help  solve  the  problem: 

“1.  The  creation  of  an  effective 
but  not  necessarily  elaborate  record 
of  advertising  results  by  depart¬ 
ments. 

“2.  That  we  train  ourselves  to 
become  more  merchandise-minded 
than  sales  promotion  men  are  or¬ 
dinarily  supposed  to  be.  .  .  .  Being 
merchandise-minded  calls  for  an  ap¬ 
preciation  of  such  very  simple  facts 
as  these: 

“ — that,  as  far  as  the  public  is 


Session  No.  1 — Basic  Factors  of  Effective  Sales  Promotion 
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H.  J.  Kenner,  Better  Business  Bureau  of  New  York  City 
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conc<  1  iK‘d,  the  most  important  thing 
about  any  store  is  the  merchandise 
that’s  in  it. 

tliat,  as  stores  are  set  up  now, 
there  isn’t  much  that  we  can  do 
about  getting  the  right  merchandise 
into  a  store — ^\vhich  is  Merchandis¬ 
ing’s  function. 

“ — hut  that  there  are  things 
whicli  we  can  do  to  help  get  the 
right  merchandise  into  our  adver¬ 
tising. 

“ — that  these  things  outrank  in  real 
importance  copy,  layout,  art  work, 
internal  promoting  or  any  other  con¬ 
siderations  which  have  to  do  with 
an  advertising  or  sales  promotion 
job. 

“3.  That  we  consider  as  a  group, 
the  preparation  of  an  Advertising 
Primer  in  which  could  l)e  set  down 
a  few  simple,  fundamental  facts 
which  ct'cry  buyer  could  use  in  mak¬ 
ing  the  advertising  of  every  depart¬ 
ment  effective.  Some  of  these 
simple  rules  might  be  as  follows: 

“1.  Don’t  repeat  last  year’s  obvi¬ 
ous  busts. 

“2.  Don’t  play  up  items  which  are 
untimely — unless  they  bear  smack¬ 
ing  price  reductions. 

“3.  Don’t  play  up  items  for  which 
Fashion  isn’t  creating  or  has  not 
already  created  a  definite  acceptance. 

“4.  Remember  that  concentration 
is  the  order  of  the  day.  Retailing 
has  learned  that  in  many  homefur- 
nishings  departments  the  bulk  of  the 
business  is  coming  from  a  relatively 
limited  number  of  items — in  fashion 
departments  from  relatively  few 
styles  or  types  and  surprisingly  few 
price  lines.  Ferret  out  those  items 
Md  those  styles.  Get  those  price 
lines.  Stick  to  them.  And  go  to 
town.” 

*  ♦  * 

The  second  part  of  this  opening 
Sales  Promotion  session  was  devot¬ 
ed  to  a  serious  consideration  of  to¬ 
day’s  crying  need  for  Greater  Con¬ 
sumer  Confidence  in  retail  advertis¬ 
ing  and  selling. 

William  H.  McLeod,  speaking 
from  the  store  angle,  emphasized 
the  need  for  immediate  action  to 
correct  the  detrimental  things  we 
do  and  say  that  cause  consumers  to 
question  stores’  integrity.  In  Mr. 
McLeod’s  opinion,  there  are  three 
reasons  why  this  consumer  reaction 
has  been  steadily  growing: 

“1.  We  have  lieen  so  busy  with 
our  daily  problems  that  we  have  not 
rotirely  kept  up  with  the  growing 
influence  of  the  consumer  and  con¬ 
sumer  organizations. 


“2.  Until  we  get  away  like  this 
and  look  at  things  we  don’t  know 
how  funny  some  of  the  things  we 
say  and  do  are. 

“3.  Where  standards  of  practice 
in  manufacturing  have  not  been 
100%  we  have  been  too  easy  about 
accepting  them  instead  of  fighting 
them.  (The  Better  Business  Bu¬ 
reau  tells  me,  for  instance,  that  one 
of  the  greatest  difficulties  is  with 
‘canned  ads’  from  manufacturers 
which  stores  run  without  change).” 

Mr.  McLeod  urged  that  stores 
tighten  their  merchandise  standards. 
He  cited  instances  that  “cause  irri¬ 
tation,  criticism  and  distrust  of 
.stores,”  such  as 

“Selling  children’s  shoes  that  cost 
$4  or  $5  with  a  cheap  pair  of  laces 
that  aren’t  long  enough.” 

“Selling  articles  such  as  bicycles, 
lamps,  small  furniture,  etc.,  without 
adequate  printed  instructions  for 
])utting  them  together,  so  that  only 
those  w'ith  mechanical  minds  can 
l^erform  the  miracle.” 

“Selling  even  high-priced  gar¬ 
ments  with  the  buttons  so  poorly 
sewn  on  that  they  fall  ofT  at  a  gust 
of  wind.” 

Mr.  McLeod  then  suggested  that 
stores  sharpen  both  our  pencils  and 
our  sense  of  humor  to  correct  laugh¬ 
able  statements  we  continually  make 
that  lead  to  a  general  ridiculing  and 
discounting  of  our  advertising. 
Among  many  examples  culled  in  a 
short  space  of  time  he  presented 
these  typical  .statements  from  stores’ 
advertising : 

“  ‘Prices  to  take  your  breath 
away’ — personally  I’m  still  waiting 
to  see  the  first  customer  swoon. 

“  ‘The  more  you  wash  this  fab¬ 
ric  the  better  it  looks’ — mayl)e  so, 
but  I  have  never  seen  it. 

“  ‘You  probably  know  the  famous 
maker’s  name  as  well  as  your  own’. 
My  name’s  McLeod,  what’s  his? 

“I  wonder  how  many  of  the  stores 
that  advertise  ‘a  world-wide  reputa¬ 
tion’  have  ever  checked  upon 
Shanghai  ? 

“I  wonder  if  the  writer  of  ‘Men’s 
shirts  65c,  with  every  detail  of  an 
expensive  shirt’  bothered  to  check 
what  those  details  were. 

“Or  take  this — ‘Hand-tailored  ties 
for  men,  resilient  construction,  made 
of  fabrics  from  world-famous 
looms.’  You  think  of  some  world- 
famous  looms  while  I  tell  you  the 
price — 69c. 

“What  does  ‘Heavily-plated’  sil¬ 
verware  mean?  It  may  mean,  for 
example,  in  teaspoons,  anywhere 
from  of  an  ounce  of  silver  ^per 


gross  of  teaspoons  to  9  oz.  or  more 
of  silver  per  gross  of  teaspoons.  But 
regardless  of  amount  of  silver  or  re¬ 
tail  price  (10c  or  50c)  we  are  prone 
to  descrilie  the  article  as  ‘heavily- 
plated.’  At  least  I  have  never  seen 
any  advertised  as  ‘lightly-plated’.” 

H.  J.  Kenner,  Director  of  the 
Better  Business  Bureau  of  New 
York  City  and  author  of  the  recent¬ 
ly-published  book  “The  Fight  for 
T ruth  in  Advertising”,  made  a  valu¬ 
able  contribution  to  this  subject. 
Based  on  many  years’  experience  in 
his  field,  Mr.  Kenner  observed  that 
the  problem  is  one  which  will  never 
be  entirely  satisfactorily  solved,  but 
that  a  great  deal  can  be  done  to 
improve  the  situation.  Mr.  Kenner 
cited  three  contributing  factors  to 
the  shaking  of  consumer  confidence 
in  stores’  advertising : 

I.  Unnecessary  carelessness  on 
the  part  of  stores  in  the  preparation 
of  advertising.  “The  more  informa¬ 
tion  and  the  more  knowledge  about 
merchandise  that  can  be  developed 
within  a  store  organization  and  put 
into  the  store  message  in  advertis¬ 
ing,  the  greater  will  be  the  consum¬ 
er  confidence  developed.” 

2.  Trickiness  in  the  preparation  of 
certain  kinds  of  advertising — usual¬ 
ly  technically  accurate,  but  neverthe¬ 
less  conveying  a  misleading  impres¬ 
sion. 

3.  The  misuse  of  comparative 
prices  in  our  advertising. 

Concerning  what  is  needed  to  im¬ 
prove  the  situation,  Mr.  Kenner 
stated  that  standards,  in  his  opinion, 
offer  only  a  partial  solution  to  any 
confidence-building  program.  “You 
can  draw  up  all  the  standards  in  the 
world  that  you  choose  and  they  do 
not  solve  the  problem  unless  they 
are  observed,  and  unless  there  is 
some  system  and  machinery  that  is 
sensible  and  wise  for  bringing  about 
increased  observance  of  those  stand¬ 
ards.” 

To  back  up  this  statement,  Mr. 
Kenner  cited  a  number  of  current 
violations  of  standards  and  called 
attention  to  the  increasing  activities 
of  the  Federal  Trade  Commission 
to  correct  them.  He  raised  the  ques¬ 
tion  whether  stores  were  willing  to- 
have  the  Federal  Trade  Commission 
regulate  their  business  still  further 
or  whether  they  didn’t  want  to  take 
steps  to  correct  matters  themselves. 

Mr.  Kenner  concluded  his  very 
helpful  talk  with  this  splendid  ad¬ 
vice  :  “I  think  that  standards  are  no 
panacea.  Let’s  ’  improve  our  stand¬ 
ards,  but  let’s  work  day  in  and  day 
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out  with  the  best  methods  known 
(within  the  stores  and  outside  of 
them)  to  observe  those  standards. 
Let’s  publish  more  corrections  in 
retail  advertising  to  let  the  public 
know  when  we  have  erred  in  our 
advertising  claims,  because  experi¬ 
ence  proves  that  well  stated  pub¬ 
lished  corrections,  acknowledgment 
of  errors,  do  build  confidence.  Let 
us  not  depend  on  laws  to  work  any 
reforms  in  advertising  and  selling, 
liecause  nine  times  out  of  ten  they 
fail ;  and  while  laws  are  on  our 
statute  books  and  rules  exist  with 
commissions  and  bureaus  of  every 
kind,  we  still  find  plenty  of  unfair 
competition  and  inaccuracy  in  ad¬ 
vertising.  Let’s  build  up,  if  you 
I^lease,  and  encourage  those  news¬ 
papers  which  exclude  objectionable 
advertising.  Let’s  help  our  associa¬ 
tions  or  business  groups  that  do  the 
fact-finding  and  corrective  work 
every  day  in  our  communities,  so 
that  the  number  of  those  who  try 
to  prey  on  the  public  may  be  held  to 
a  minimum.  Then  let’s  remember 
with  George  Burton  Hotchkiss,  of 
New  York  University,  who  wrote 
very  recently  in  Printer’s  Ink  on 
the  subject  of  telling  the  truth,  that 
it  is  a  hard  job  to  tell  the  truth  in¬ 
terestingly,  but  as  a  matter  of  fact 
there  is  no  substitute  for  it.” 

*  *  * 

Considerable  discussion  followed 
Mr.  Kenner’s  talk.  Paul  Murphy 
raised  the  point  whether  the  adver¬ 
tising  of  certain  national  manufac¬ 
turers  was  not  doing  more  to  tear 
down  consumer  confidence  in  ad¬ 
vertising  than  anything  else,  and  he 
wondered  whether  major  attention 
shouldn’t  be  centered  on  the  ques¬ 
tionable  advertising  in  that  direc¬ 
tion.  Mr.  Kenner  stated  that  a  Na¬ 
tional  Better  Business  Bureau  is 
now  at  work,  and  has  already  cor- 
rected-a  good-deaPof  objectionable 
national  advertising.  He  said  it 
would  function  more  effectively 
when  the  necessary  financial  sup¬ 
port  was  placed  behind  it. 

Nathaniel  E.  Hager  of  Hager 
&  Brother,  Lancaster,  Pa.,  seemed 
to  voice  the  opinion  of  the  audience 
when  he  spoke  as  follows:  “I  have 
sympathy  with  the  statement  that 
Mr.  Murphy  makes  about  the  na¬ 
tional  advertising,  but  I  want  to 
submit:  Haven’t  we  a  thundering 
big  job  of  our  own  to  go  much  fur¬ 
ther  and  clean  our  own  house,  and 
then  we  can  tackle  the  national  ad¬ 
vertiser?  I  believe  we  have  to  go 
back  to.  this  advertising  fundament¬ 
al:  that  advertising  is  the  spoken 
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word  of  the  business.  If  it  is  the 
spoken  word  of  the  business,  then 
it  should  guard  the  integrity  and 
reputation  of  the  business. 

“But  I  want  you  to  reckon  with 
this  fact,  that  Better  Business  Bu¬ 
reaus  are  few,  scattered  all  over 
our  country.  When  it  comes  to 
towns  of  30,000  to  100,000  or 
200,000  population,  why  the  majori¬ 
ty  of  them  don’t  have  Better  Busi¬ 
ness  Bureaus. 

“It  seems  to  me  when  we  get 
down  to  it,  this  proposition  is  a  local 
one.  It  is  a  city  proposition,  it  is  a 
community  proposition.  Have  the 
merchants,  have  the  owners  of  these 
communities  (excuse  a  vulgar  word) 
the  guts  to  get  together  and  lay 
down  fair,  reasonable  rules  and  then 
invite  the  newspapers  to  sit  in  with 
them  and  help  them  to  carry  out 
those  rules?” 


Paul  Hollister,  after  praising  Mr. 
Hager’s  statement,  made  this  inter¬ 
esting  comment:  “I  just  wonder, 
apropos  of  Mr.  Hager’s  assumption 
of  responsibility  for  the  policy  of  a 
store,  how  many  of  us  received  in 
writing  from  our  elders  and  betters 
a  half-page  of  typewriting  declaring 
the  advertising  publicity  and  general 
good-will  policy  of  the  store  in  con¬ 
crete  terms,  with  reference  not  only 
to  the  broad  policy  but  to  the  nar¬ 
row  sub-divisions  of  it  as  they  ap¬ 
ply  to  extravagant  statements,  to 
the  wide  use  of  superlatives,  to  the 
use  of  what  w'e  can  call  optimistic 
or  unverified  comparative  prices. . . 
Mr.  Hager  said  it  took  a  good  deal 
of  guts  to  get  a  bunch  of  colleagues 
together  to  organize.  But,  in  my 
opinion,  it  requires  a  stronger  kind 
of  guts  to  lay  down  a  policy  and  go 
it  alone.” 


Session  No.  2 — Improving  Our  Sales  Planning  in  1937 

Session  Chairman:  Roy  E.  Clark,  Strawbridge  &  Clothier, 
Philadelphia,  Pa. 

Platform  Panel:  Ray  Kieft,  Ed.  Schuster  &  Company,  Milwaukee,  Wis. 
William  H.  McLeod,  Wm.  Filene’s  Sons  Company,  Boston,  Mass. 
William  Howard,  Montgomery  Ward  &  Company,  Chicago,  111. 

Karl  Egge,  Bloomingdale  Brothers,  New  York,  N.  Y. 

Sidney  Lightstone,  The  Boston  Store,  Milwaukee,  Wis. 


Ray  Kieft,  in  the  opening  talk  of 
this  session,  stressed  the  vital 
importance  of  sales  planning  in  an 
effective  sales  promotion  operation. 
“I  know  of  nothing  more  important 
to  the  job  of  storekeeping  than  the 
preparation  of  carefully  thought- 
out  selling  plans.” 

Mr  Kieft  throughout  his  talk  em¬ 
phasized  the  importance  of  the  Buy¬ 
er’s  active  participation  in  sales 
planning.  Said  Mr.  Kieft :  “In  my 
own*'Work  of-  sales  promotion  plan¬ 
ning,  I  have  gradually  come  to  real¬ 
ise  that  successful  departmental  op¬ 
eration  is  almost  entirely  dependent 
upon  the  calibre  of  the  buyer  who 
is  doing  the  job;  and  upon  a  num¬ 
ber  of  successful  departmental  jobs 
hinges  the  fate  of  the  entire  store. 

“So  to  have  our  sales  plans  for 
1937  accomplish  the  desired  goal — 
volume  at  a  profit — I  lean  very 
heavily  toward  the  belief  that  the 
buyer  must  be  skillfully  led  to  be¬ 
come  just  as  good  a  sales  planner 
as  he  is  a  buyer.  Now,  there  is 
nothing  new  in  the  thought  that  a 
good  buyer  must  also  be  a  good  sell¬ 
er,  but  I  do  believe  that  many  stores 
have  failed  to  emphasize  the  neces¬ 


sity  of  making  the  buyer  his  own 
sales  promotion  manager.” 

Rather  than  simply  asking  buy¬ 
ers  to  prepare  a  skeleton  monthly 
sales  plan,  Mr.  Kieft  said  that  in 
his  store  the  buyers  also  prepare 
detailed  plans  for  big  volume-get¬ 
ting  major  events.  “This  planning 
on  paper  will  set  forth  the  buyer’s 
objective  and  serve  as  a  formal  re¬ 
quest  for  the  necessary  aids  to  se¬ 
cure  cooperation.  There  will  be  out¬ 
lined  specific  requests  for  advertis¬ 
ing,  window  space,  special  interior 
display  equipment,  employee  coop¬ 
eration,  extra  selling  help,  aisle 
tables,  radio  spots,  and  any  and  all 
other  publicity  media  which  the  buy¬ 
er  knows  to  be  in  keeping  with  store 
policy.  This  phrase  of  buyer  plan¬ 
ning,  when  properly  timed  in  ad¬ 
vance  of  the  selling  period  elimi¬ 
nates  any  ‘half-baked’  last-minute 
preparations  that  are  apt  to  accom¬ 
pany  too  many  of  a  store’s  major 
departmental  promotions  not  care¬ 
fully  thought  out  with  respect  to 
selling.  It  is  this  detailed  depart¬ 
mental  planning  that  insures  getting 
better  planned  windows,  better 
w'orded  sign  cards,  and  in  general. 
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the  extra  push  that  may  eliminate 
some  end-of-month  mark-downs. 

"Tliere  are,  and  no  doubt  always 
will  l>e.  certain  departments  that 
lack  the  initiative  or  understanding 
of  how  to  do  a  real  planning  job. 
And  it  is  here  that  the  store  promo¬ 
tion  manager  must  necessarily  con¬ 
centrate  extra  attention,  which  is 
possible  when  you  consider  your 
buyer  as  the  Sales  Manager  of  his 
own  department,  as  well  as  Buyer.” 

Successful  sales  promotion  men 
of  1937.  according  to  Mr.  Kieft, 
will  be  those  who  inspire  their  de¬ 
partment  heads  with  new  ideas  for 
merchandise  plans,  and  who  free 
themselves  from  petty  details  to  al¬ 
low  proper  time  to  learn  more  about 
their  customers,  about  basic  trends, 
about  advertising  eflFectiveness,  and 
to  think  far  enough  in  advance  to 
permit  time  for  perfect  coordina¬ 
tion. 

William  H.  McLeod  spoke  brief¬ 
ly  concerning  Idea  Planning,  which 
considers  the  selling  possibilities  of 
a  certain  department  or  certain  mer¬ 
chandise  over  an  entire  active  sell¬ 
ing  period.  Said  Mr.  McLeod : 
“Idea  Planning  presupposes  that 
you  have  an  idea.  That  is  rare.  So 
is  Idea  Planning.  There  isn’t  any 
use  planning  to  have  an  idea.  But 
if  by  chance  you  should  get  an  idea 
— even  if  it  was  originated  by  some¬ 
body  else,  which  it  usually  is,  then 
of  course  the  thing  to  do  is  to  nail 
it  down — if  it  is  sufficiently  tangi¬ 
ble — with  a  plan. 

“Idea  Plans  can  of  course  be  built 
around  many  types  of  things — what 
to  do  about  Mother’s  Day — how  to 
popularize  a  certain  color — or  how' 
to  promote  a  particular  item  some¬ 
times  when  it  is  only  a  hunch. 

“One  of  the  best  Idea  Plans  we 
ever  made  was  based  on  a  glove 
buyer’s  hunch.  He  came  to  the  of¬ 
fice  one  afternoon  and  said  he 
thought  he  saw  a  big  demand  ahead 
for  BLACK  GLOVES. 

“Now  even  if  he ‘had  not  spoken 
to  anyl)ody  he  would  have  stocked 
black  gloves  in  quantity.  But  after 
we  had  set  down  on  paper  all  the 
possibilities  we  saw — when  he  saw 
the  guarantee  of  two  ads,  every 
week — with  all  the  incidental  back- 
ng  of  windows,  interior  display, 
posters,  etc — when  he  saw  the  en- 
thusiams  with  which  we  visualized 
BLACK  cuts,  BLACK  type  and 
how  we  were  going  to  smear 
black  all  over  everything — he 
more  than  doubled  his  anticipated 
purchases.  And  perhaps  the  payoff 
on  this  particular  Idea  Plan  as  I 


recently  resurrected  it  from  the  files 
was  this  note:  “Nov.  24 — cancelled 
glove  ad  because  black  glove  stock 
short.” 

B.  W.  Newell  gave  one  of  the 
most  helpful  talks  on  the  promotion 
of  Best-selling  Items  and  Price 
Lines  that  we  have  ever  heard.  His 
ten-minute  sj)eech  was  replete  with 
good  common-sense  on  this  subject. 
He  urged  that  stores  concentrate 
their  advertising  on  “those  best-sell¬ 
ing  items  and  best-selling  price 
lines  that  factual  records  tell  you 
are  the  kinds  of  things  and  the  prices 
of  things  that  your  customers  want 
and  that  will  cause  advertising  to 
be  most  productive  when  intelligent¬ 
ly  used.” 

“Why  not  set  up  a  different  stand¬ 
ard  of  judging  advertising  effective¬ 
ness  rather  than  using  tliose  com¬ 
mon  denominators  now  so  regular¬ 
ly  employed  to  judge  advertising  as 
good,  bad  or  indifferent. 

“Why  not  l)egin  by  having  avail¬ 
able  in  tlie  Promotion  Department 
a  price  line  schedule  ^for  the  impor¬ 
tant  departments  in  the  store  and  by 
having  bracketed  (with  proportion 
of  volume  indicated)  those  price 
lines  into  which  the  major  propor¬ 
tion  of  volume  falls. 

“Why  not  set  this  up  in  the  form 
of  a  schedule,  indicating  the  per¬ 
centage  of  volume  monthly  in  each 
important  departmental  price  line  by 
classification.  Why  not  endeavor  to 
use  this  as  a  guide  and  to  plan  tlie 
projX)rtion  of  advertising  to  the  im¬ 
portance  of  the  price  lines.  Why 
not  make  a  determined  effort  to  do 
this  instead  of  merely  assuming  that 
it  is  done. 

“Why  not  almost  eliminate  ad¬ 
vertising  of  price  lines  other  than 
those  bracketed  as  best-selling  or 
on  the  margin  of  best-selling. 

“Why  not  leave  to  suggestive  sell¬ 
ing  and  to  occasional  interior  dis¬ 
play  the  promotion  of  price  lines 
that  are  out  of  the  best-selling 
bracket  ?” 

Mr.  Newell’s  many  worthwhile 
comments  also  included  the  follow- 
ing: 

“Why  not  see  that  window'  and 
interior  display  space  are  devoted 
also  to  best-selling  price  lines  and 
best-selling  items  in  proportion  to 
their  importance,  just  as  advertis¬ 
ing  should  l)e. 

“Why  not  remember  that  there  is 
no  bonus  in  so-called  prestige  ad¬ 
vertising,  but  that  there  is  a  lot  of 
prestige  in  a  bonus,  and  why  not 
remember  that  one’s  percentage  of 
advertising  pride  in  so-called  finer 


things  isn’t  nearly  so  important  as 
one’s  pride  in  an  advertising  per¬ 
centage  when  the  month  is  over. 

“Why  not  consider  the  fact  that 
it  is  just  as  costly  to  experiment 
with  price  lines  below  the  best-sell¬ 
ing  brackets  as  it  is  to  play  with 
those  above  it. 

“Why  not  look  at  advertising 
costs  and  percentages  in  a  fairer 
light  and  realize  that  only  as  we 
devote  advertising  effort  to  those 
popular  selling  items  and  best-sell¬ 
ing  prices  can  advertising  be  held 
accountable. 

“Why  not  in  1937,  as  was  the 
case  in  1936,  and  as  will  be  the  case 
in  1950,  remember  that  the  well- 
known  ultimate  consumer  is  the 
judge.  In  the  composite  she  repre¬ 
sents  every  characteristic  of  emo¬ 
tion  and  every  capacity  of  reason 
found  in  a  cross  section  of  the  hu¬ 
man  race.  She  is  intelligent  enough 
to  know  what  she  wants  to  buy  and 
what  she  wants  to  pay  for  it. 

“Why  not  rememljer  that  she  likes 
your  l)est-selling  price  lines  best  or 
they  wouldn’t  be  your  best-selling 
price  lines.  Why  not,  in  1937,  tell 
her  more  about  them.” 

William  Howard  spoke  on  the 
subject  “The  Consumer’s  Angle  in 
Sales  Planning”.  He  warned  that 
we  have  perhaps  talked  too  much 
about  the  consumer  and  have  not 
acted  sufficiently  to  do  what  con¬ 
sumers  desire.  Right  at  this  mo¬ 
ment  history  is  repeating  itself  in 
our  stores,  and  we  are  beginning  to 
make  the  same  mistakes  that  occur¬ 
red  in  other  periods  when  business 
was  easy  to  get.  “Go  back  to  your 
stores  and  ask  yourselves  quite  hon¬ 
estly  whether  or  not  you  are  already 
starting  to  get  soft.  Are  those  same 
clerks  who  went  through  that  agon¬ 
izing  period  of  lost  sales  because  of 
reduced  purchasing  power  now  tak¬ 
ing  that  casual  attitude  toward  cus¬ 
tomers  that  goes  with  better  times? 
Is  your  advertising  starting  to  get 
fancy,  clever,  calculated  to  amuse  the 
boss  and  infuriate  competition  in¬ 
stead  of  Selling?  Are  you  starting 
to  tighten  your  credit  policies  now 
that  more  people  have  more  money? 
Are  you  building  up  a  lot  of  frills 
and  non-essentials  so  laboriously 
weeded  out  during  the  depression — 
frills  that  we  are  going  to  ask  poor, 
old  John  Public  to  pay  for?” 

“There  is  a  tremendous  challenge 
here  for  those  men  and  women  who 
guide  the  sales  promotion  destinies 
of  their  companies  to  profit  by  les¬ 
sons  we  learned  during  the  lean 
years.  I  doubt  whether  very  many 
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of  US  will  accept  that  challenge,  be¬ 
cause  it  is  too  easy  not  to”. 

Said  Mr.  Howard:  “This  will  be 
a  consumer’s  year  such  as  the  twen¬ 
ties  never  were  .  .  .The  consumer 
has  made  many  of  her  preferences 
known  early,  but  I  predict  for  you 
now  that  there  will  be  any  number 
of  sales  promotion  managers  in  this 
room  who  will  go  back  to  their 
stores  and  watch  the  parade  go  by. 
Study  of  our  sales  records  is  already 
beginning  to  show  us  that  the  de¬ 
mand  for  better  grades  of  merchan¬ 
dise  is  already  in  full  swing.  People 
are  tired  of  economizing  and  scrimp¬ 
ing.  They  are  tired  of  shoddy  things 
they  have  had  to  put  up  with  these 
last  seven  years.  They  are  going  to 
replace  a  lot  of  their  depression- 
bought  price-appeal  merchandise. 
But  does  that  mean  that  we  can  re¬ 
lax  our  selling  effort  one  iota?  Cer¬ 
tainly  not !  .  .  .  But  we’ll  go  high-hat 
in  everything  we  do.” 

Mr.  Howard  then  urged  that  we 
“go  to  the  consumer  to  get  her  help 
in  making  our  sales  plans  for  us.” 
Based  on  his  experience  he  says  that 
the  consumer  will  give  us  plenty  of 
help  if  we  will  only  accept  it.  “How 
shall  we  go  about  it?  Go  to  her  at 
home,  she’ll  talk,  she’ll  tell  you 
everything  you  want  to  know  about 
how  to  promote  your  business  if 
you’ll  listen.  Time  here  does  not  per¬ 
mit  to  go  into  the  details  of  that  type 
of  consumer  study.  Go  to  the  con¬ 
sumer  in  the  store,  study  her  prefer¬ 
ences.  Send  questionnaires  to  your 
charge  account  list,  do  it  sincerely 
and  intelligently  and  they  will  an¬ 
swer.  They  are  your  friends,  or 
they  will  be  if  you’ll  let  them.” 

K.4RL  Ecce  spoke  on  the  matter 
of  “making  our  sales  plans  work”. 
All  through  his  talk  he  stressed  the 
point  that  “we  should  never  lose 
sight  of  the  fact  that  the  people 
charged  with  carrying  out  the  plans 
are  human”  Mr.  Egge’s  experience 
proved  that  in  his  store  best  results 
in  sales  planning  had  been  obtained 
from  the  formation  of  special  com¬ 
mittees  to  plan  each  particular  ma¬ 
jor  promotion. 

Said  Mr.  Egge:  “When  Mr. 
Jones,  buyer  of  the  Housewares  De¬ 
partment,  plans  to  hold  his  annual 
sale,  this  event  to  him  is  an  impor¬ 
tant  affair.  It  comes  but  once  a 
year!  It’s  the  big  thing  in  his  life! 
It’s  the  big  thing  in  the  life  of  his 
department !  It  means  big  figures  to 
him,  and  naturally,  as  a  result,  gets 
most  of  his  attention  and  interest. 
On  the.  other  hand,  'to  the  geniuses 
who  are  charged  with  the  responsi¬ 


bility  of  putting  over  this  big  pro¬ 
motion,  it’s  just  another  promotion. 

“Now  I’m  not  trying  to  alibi  for 
members  of  the  promotion  depart¬ 
ment.  I’m  trying  to  point  out  the 
‘Human  side  of  the  news’.  And  this 
is  where  we  must  look  for  the  teeth 
that  will  get  all  agencies  on  the  job 
in  connection  with  the  proper 
executing  of  Mr.  Jones’  promotion.” 

The  special  committee  appointed 
to  study  the  possibilities  of  a  pro¬ 
motion  like  the  foregoing  considers 
first  of  all  the  items  to  be  promoted. 
“If  the  buyer  and  merchandise  man¬ 
ager  can’t  sell  their  items  to  this 
committee,  it  is  useless  to  try  to 
sell  them  to  the  public.” 

“The  most  important  tooth — the 
eye-tooth — of  any  sales  promotion 
plan  is  enthusiasm.  In  a  meeting  of 
this  character,  you  have  the  various 
elements  that  can  make  for  a  suc¬ 
cessful  promotion.  The  memliers 
have  been  a  part  and  parcel  of  plan¬ 
ning.  You  have  obtained  their  in¬ 
terest.  Often,  you  get  enthusiastic 
suggestions  or  ideas  calling  for 
work  on  their  part  which  would 
have  been  frowned  upon  had  the 
idea  been  handed  down  as  an  order 
coming  from  somebody  sitting  at  a 
desk  upstairs.” 

♦  *  * 

The  second  part  of  this  Sales 
Planning  session  concerned  itself 
with  specific  ideas  for  1937  for  vari¬ 
ous  merchandise  divisions. 

Accessories  Division 

B.  W.  Newell  discussed  possi¬ 
bilities  in  the  Accessories  Division. 
He  pointed  out  that  these  depart¬ 
ments  included  fashion  accessories, 
intimate  apparel  and  infants’  and 
children’s  wear.  This  group  of  de¬ 
partments,  in  Mr.  Newell’s  opinion, 
represents  an  excellent  opportunity 
to  do  a  well-rounded  job  of  promo¬ 
tion  on  a  rather  broad  promotional 
front,  rather  than  just  thinking  in 
terms  of  a  handbag  ad,  or  a  hosiery 
ad,  or  a  hat  ad. 

The  possibilities  for  well-rounded 
promotion  are  especially  great  in 
Internal  Store  Promotion,  wherein 
a  well  coordinated  and  aggressive 
selling  job  on  Accessories  can  be 
done. 

Basement  Stores 

Sidney  Lightstone,  after  point¬ 
ing  out  that  Basement  Stores  gener¬ 
ally  have  not  kept  pace  with  the  sales 
increases  of  the  upstairs  stores, 
made  this  statement :  “It  is  very  evi  ¬ 
dent  that  a  great  many  Basement 


Stores  have  failed  to  sense  the 
change  in  trend  as  the  result  of 
better  times,  the  demand  for  higher 
price  lines  and  regular  price  goods. 
The  handwriting  is  on  the  wall  for 
the  Bargain  Basement  Stores.  I'his 
covers  more  than  a  promotional 
lK)licy ;  it  deals  with  the  entire  man¬ 
agement  policy  of  a  vast  group  of 
Basement  Stores. 

“This  handwriting  is  so  clear  and 
unmistakable  that  anyone  can  read 
it,  but  few  will,  because  their  base¬ 
ment  walls  and  their  thinking  are  so 
cluttered  with  giant  sale  posters, 
dollar  days,  record  days,  close-out 
days,  manufacturer’s  warehouse 
days,  go  crazy  days,  that  the  hand¬ 
writing  can’t  be  seen.  Some  stores, 
bowever.  have  already  seen  that 
handwriting  and  have  already 
changed  their  policies  to  meet  1936 
and  1937  conditions.” 

According  to  Mr.  Lightstone,  the 
consumer  has  definitely  indicated 
that  she  is  ready  to  reject  the  typi¬ 
cal  bargain  basement  operation  in 
favor  of  a  Bargain  Fashion  Base¬ 
ment,  which  will  seek  to  develop  a 
reputation  for  selling  new  fashions 
at  all  basement  price  lines  and 
which  will  endeavor  to  sell  custom¬ 
ers  on  the  idea  of  sho]}]ung  regular¬ 
ly  for  most  of  their  needs  right 
within  the  basement  store. 

“Basement  advertising  must 
clean  up,  set  a  program  for  itself 
on  selling  the  idea  of  a  store  where 
fashionable  things  are  inexpensive. 
The  sales  promotion  heads  and  store 
heads  must  recognize  the  import¬ 
ance  of  the  basement  and  give  more 
than  5  per  cent  of  their  time  to  it.” 

Men’s  and  Boy’s  Division 

Ray  Kieft  discussed  possibilities 
in  the  Men’s  and  Boys’  Division, 
concentrating  his  remarks  on  the 
Men’s  Clothing  job  because  “it  re¬ 
quires  more  adroitness  and  special¬ 
ized  thinking  than  any  other  depart¬ 
ment  or  group  of  selling  depart¬ 
ments.” 

“We  have  found  that  long  range 
planning  is  the  foundation  of  a  good 
publicity  job.  Men’s  clothing  can¬ 
not  be  approached  like  a  notion,  art 
needlework,  or  hosiery  department. 
Right  now  we  have  laid  out,  on 
paper,  the  clothing  plan  for  the  next 
six  months — February  through  July. 
This  6-months  plan  specifies  what 
amount  of  promotion  will  be  given 
each  “brand”  or  price  line — in  what 
media  they  will  appear — the  size  of 
each  advertisement — dollar  adver¬ 
tising  and  sales  budgets — and  every¬ 
thing  else  necessary  to  advance 
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working-out  of  buying  plans  and 
selling. 

“With  this  basic  6-months  plan 
before  us,  the  men’s  clothing  de- 
partnuiit  immediately  receives  the 
specialized  attention  it  deserves. 
The  advertising  department  is  next 
assigned  the  job  of  preparing  all 
clothing  ads  to  be  run  for  a  period 
of  one  month.  In  laying-out  and 
writing  the  copy  for  a  series  of  ad¬ 
vertisements  one  obviously  secures 
the  U'nefits  of  continuity  and  more 
carefullv  thought-out  headlines,  art 
work,  themes  and  copy.  The  result 
is  that  the  clothing  ads  take  on  a 
distinctive  character  that  tends  to 
lift  them  apart  from  the  store’s 
daily  run  of  other  advertising.” 

Mr.  Kieft  stressed  the  importance 
of  selling  your  men’s  clothing  divi¬ 
sion  regularly  and  enthusiasticlly  to 
your  own  employees. 

“Resides  the  men  you  employ 
there  are  the  many  husbands  of  your 
married  women  employees  whose 
purcha.ses  are  very  apt  to  he  influ¬ 
enced  hv  their  ‘l)etter-halves’.  Do 
you  really  go  after  this  potential 
buying  power?  It  is  relatively  easy 
to  put  on  an  informal  style  show 
for  your  employees  showing 
woiiK'n’s  fashions  and  accessories. 
Rut  trying  to  stage  a  men’s  fashion 
show  is  tough.  Your  men  models 
generally  look  like  a  hunch  of  lilies 
when  modeling  clothes.  We  have 
l)een  successful  in  replacing  the 
fashion  show  idea  with  a  skit  or 
playlet  designed  to  lie  entertaining 
as  well  as  informative  alxiut  the  new 
men’s  fashions.  The  sketch,  put  on 
hy  a  dozen  of  our  employees  with 
histrionic  inclinations,  was  entitled 
The  Court  of  Apparel’.  The  plot 
was  centered  about  the  importance 
of  wearing  smart  clothes.  It  lent 
itself  excellently  to  showing  and 
selling  correct  fashions  for  men. 
Employees  were  “summoned”  to  the 
play  by  an  invitation  in  the  form  of 
a  subpoena.  It  not  only  secured 
100%  attendance,  but  the  “show” 
seated  a  genuine  and  new  interest 
in  our  men’s  wear  section.” 

Piece  Goods  Division 

Sidney  Lichtstone  very  kindly 
substituted  for  an  ailing  member  in 
discussing  jxissibilities  in  the  Piece 
Goods  Division.  After  citing  vari¬ 
ous  obstacles  that  have  hurt  the 
Piece  Goods  business,  he  called  at¬ 
tention  to  the  comprehensive  plan 
under  consideration  by  the  Piece 
Goods  merchandisers  and  then 
stated  that  “a  sales  promotion  job, 
not  an  advertising  job,  not  a  mer¬ 


chandising  job,  can  be  done  in  the 
Piece  Goods  departments  this  year 
and  will  come  right  back  to  you  in 
dollars.” 

Mr.  Lightstone  offered  a  four- 
point  plan: 

1.  Do  something  to  get  your 
dressmakers  organized,  the  new 
dressmakers,  the  young  ones  that 
have  some  idea  of  fashion  trends, 
have  some  idea  of  what  the  job  of 
merchandising  to  their  public 
means ;  get  them  together  and  teach 
them  something  about  merchandis¬ 
ing  their  product,  teach  them  some¬ 
thing  about  the  trend  of  fashion, 
teach  them  something  alx)ut  fash¬ 
ion  “musts”  teach  them  something 
about  selling  a  wardrobe  and  what 
constitutes  a  wardrobe. 

“There  is  a  chance  for  a  cooper¬ 
ative,  carefully  planned  sales  pro¬ 
motion  job  in  which  you  will  invite 
your  competitors  to  work  with  you 
in  the  interest  of  the  fabric  and  piece 
goods  business,  contests  through 
schools,  educational  developments 
to  show  people  ho.w  easy  it  is  to 
sew.” 

2.  “To  coordinate  sewing  acces¬ 
sories  in  promotion — of  notions,  of 
laces,  buttons  and  sewing  machines. 
Although  stores  have  talked  about 
such  coordination  for  many  years, 
most  stores  haven’t  done  anything 
about  it.” 

3.  “To  change  your  thinking  and 
your  advertising — to  stop  selling 
goods  by  the  yard !  Stores  must 
start  selling  goods  in  a  fashion  pic- 


LS.  McMeekin  discussed  the 
•  broad  phases  of  Newspapier 
Advertising  and  offered  six  recom¬ 
mendations  for  making  it  more  ef¬ 
fective  in  1937.  His  points  were  as 
follows : 

1.  Ry  not  expecting  it  to  do  the 


ture.  They  must  start  selling  by 
teaching  our  advertising  people, 
teaching  our  whole  store,  the  ap¬ 
proach  to  style — to  think  of  a  classic 
tennis  dress,  a  tailored  print,  a 
ix)cket  dress,  a  bicycle  costume,  a 
redingote,  a  day-time  dress  in  vel¬ 
vet  or  metal,  ratber  than  a  piece  of 
yard  goods,  rather  than  a  piece  of 
silk. 

4.  “To  get  at  the  salespeople  in 
your  Piece  Goods  departments  to 
tell  them  what  fashion  means.” 

Miscellaneous  Division 

William  Howard  discussed  the 
possibilities  in  the  Miscellaneous 
Division.  He  stated  that  a  very  in¬ 
teresting  ijeriod  now  faces  us  with 
regard  to  the  promotion  of  most  of 
these  Miscellaneous  Departments. 
“They  have  been  the  step-children 
of  touch  times,  and  they  are  going  to 
be  the  Shirley  Temples,  I  predict, 
of  the  next  four  or  five  years  in 
considerable  degree.” 

Mr.  Howard  said  he  appreciated 
that  very  little  promotion  had  been 
given  these  departments  in  the  past, 
but  due  to  changing  conditions  he 
advised  that  greater  promotional  at¬ 
tention  be  given  them  hereafter.  He 
emphasized  opportunities  in  low- 
priced  luggage,  in  sporting  goods,  in 
toys,  in  tires  and  auto  accessories. 
Tremendous  interest  in  travel  and 
in  sports  had  already  proved  that 
substantial  volume  could  be  ob¬ 
tained  in  some  of  these  departments 
and  there  was  every  indication  of 
greater  opportunities  ahead. 


impossible.  “Let  there  lie  a  ring 
of  sincerity  in  everything  we  do, 
and  not  ask  our  advertising  to  carry 
an  impossible  load  of  poor  merchan¬ 
dising  and  careless  misrepresenta¬ 
tion.” 

2.  Ry  timing  our  advertising  cor- 
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rectly.  “Let  us  not  be  a  party  to 
the  development  of  more  out-of¬ 
season  promotions.  Let’s  spend  our 
appropriation  in  the  season  of  big 
demand,  not  fritter  it  away  before 
the  demand  is  there,  nor  waste  it 
in  a  frantic  effort  to  clear  stocks 
after  the  demand  has  ceased  to 
exist.” 

3.  By  playing  the  winners.  “The 
1937  Retailer’s  calendar  gives  us  the 
key  to  this  one.  It  has  been  recom¬ 
mended  for  years  that  we  concen¬ 
trate  a  department’s  advertising  on 
that  department’s  best-selling  price 
lines.  Let’s  carry  that  sound  idea 
one  step  farther  and  concentrate  the 
store’s  advertising  on  its  best-selling 
departments.  Overadvertise  these 
important  departments  at  the  ex¬ 
pense  of  those  of  lesser  importance 
if  necessary.  Make  certain  major 
departments  in  your  store  stand  for 
something,  dramatize  them  in  a  com¬ 
pelling  way,  and  the  minor  depart¬ 
ments  will  bask  in  the  reflected  glory 
of  traffic  and  reputation  you  will 
create.” 

4.  By  checking  your  advertising 
results.  “Buyers  are  the  world’s 
worst  optimists  when  it  comes  to 
forecasting  sales.  See  how  much 
merchandise  your  advertising  is 
really  selling.  Then  analyze  the  ef¬ 
fort  to  see  why  you  are  not  getting 
better  results”. 

5.  By  giving  your  advertising  ade¬ 
quate  support.  “If  advertising  alone 
will  do  a  good  job,  advertising  sup¬ 
ported  by  other  selling  aids  will  do 
a  better  selling  job.  If  we  have 
been  successful  in  exciting  Dear 
Mrs.  Consumer  to  the  point  of  leav¬ 
ing  her  dishes  in  the  sink  and  rush¬ 
ing  down  to  our  store  in  response 
to  our  advertising,  let’s  not  let  her 
down  when  she  gets  in  the  store.” 

6.  By  being  more  careful  about 
manufacturers’  cooperative  advertis¬ 
ing.  It  must  be  used  with  discretion 
and  judgment.” 

Paul  Blackburn  also  dealt  with 
the  broader  phases  of  Newspaper 
Advertising.  “The  primary  purpose 
of  all  advertising,  of  course,  is  to 
sell  merchandise;  but  there  is  an¬ 
other  purpose  almost,  if  not  as  im¬ 
portant  as  selling  and  that  is  get¬ 
ting  people  into  your  store. 

“Let  us  assume  then  that  the  ad¬ 
vertising  staff  has  done  a  good  job 
in  getting  people  into  our  store. 
But  now  that  we  have  them  in  the 
store,  what  kind  of  a  selling  job 
have  we  been  doing?-  A  pretty  poor 
one,  I  am  sorry  to  say. 


“In  many  stores,  the  majority 
perhaps,  the  sales  promotion  division 
has  very  little  to  do  with  the  selling 
force,  that  is,  with  their  training.  I 
firmly  believe  that  the  work  of  an 
advertisement  is  not  done  until  the 
customer  is  sold  the  merchandise. 
Therefore,  the  advertising  depart¬ 
ment  is  vitally  interested  in  their 
selling  co-workers. 

“To  start  with,  the  ad  should  sell 
the  salesiierson  in  the  department 
no  less  than  the  customer  who  read 
the  ad  in  her  living  room — and  the 
ad  will  do  this,  provided  the  depart¬ 
ment  manager  has  sold  the  merchan¬ 
dise  to  the  copywriter  and  that  they 
l)oth  have  a  clear  understanding  of 
what  the  customer  w^ants.  So  fre¬ 
quently,  particularly  in  ads  of  the 
smaller  volume  stores,  the  custom¬ 
er’s  viewpoint  is  very  often  forgot¬ 
ten,  and  sometimes  even  trade  terms 
or  expressions  are  used  in  describ¬ 
ing  merchandise  which  are  so  much 
Greek  to  Mr.  and  Mrs.  Consumer. 

“The  whole  job  of  sales  promo¬ 
tion  must  be  wrapped  into  a  com¬ 
plete,  compact  bundle  from  the  in¬ 
ception  of  the  promotional  idea 
straight  through  the  advertisement, 
the  interior  display,  the  windows, 
etc,  and,  again,  the  thorough  selling 
of  the  merchandise  to  those  on  the 
firing  line — ^the  salespeople.” 

Miss  Bernice  Fitz-Gibbon,  Pub¬ 
licity  Director  of  John  Wanamaker, 
New  York,  gave  a  splendid  talk  on 
the  subject,  “How  to  Improve  Ad¬ 
vertising  Copy.”  Miss  Fitz-Gibbon 
prefaced  her  remarks  by  saying  “I 
am  going  to  talk  on  how  to  improve 
copy  with  a  mediocre  copy  staff, 
with  just  whatever  you  happen  to 
find  in  the  advertising  department.” 
She  stressed  the  fact  that  anyone 
who  is  moderately  intelligent  can 
learn  to  write  excellent  advertising 
copy.  Despite  all  that  has  been  said 
about  how  difficult  it  is  to  write  an 
ad.  Miss  Fitz-Gibbon  thinks  it  just 
isn’t  true  and  that  “anyone  who  is 
mildly  intelligent  and  fairly  active, 
not  to  lazy,  can  learn  to  write  adver¬ 
tising  copy,  and  store  copy  can  be 
better  than  practically  anything  else 
appiearing  in  the  papers  in  that  city.” 

Miss  Fitz-Gibbon  proceeded  to 
name  three  essentials  for  the  writ¬ 
ing  of  effective  copy : 

1.  “The  first  thing  that  I  think  is 
necessary  is  that  the  people  at  the 
top  have  to  sharply  define  the  per¬ 
sonality  of  the  store.  The  objective 
of  a  store  and  its  peculiar  place  in 
the  community  should  be  clearly  de¬ 


fined.  It  is  practically  impossible  to 
produce  smart  copy  in  a  store  that 
has  no  reason  for  existence. 

“I  have  heard  store  executives 
complaining  aliout  their  advertising 
when  they  themselves  could  not  ex¬ 
plain  what  particular  position  they 
occupied  in  the  community. 

“There  are  stores  in  every  com¬ 
munity  that  could  be  wiped  out  to¬ 
night  and  would  never  be  missed 
tomorrow,  not  because  their  mer¬ 
chandising  or  styling  or  pricing  is 
any  worse  than  their  competitors, 
but  simply  because  they  have  not 
sharply  defined  themselves  and  made 
the  community  feel  that  they  were 
definitely  needed.” 

2.  “Now  my  second  point,  with 
this  mediocre  writing  staff  that  you 
have  probably  inherited  or  possibly 
hired,  is  that  they  have  to  have  a 
good  grounding  in  grammar.  In 
most  instances  the  rules  propounded 
by  good  rhetoric — we  all  remember 
them,  unity,  emphasis  and  coher¬ 
ence — are  the  rules  for  good  adver¬ 
tising  copy  also.  Sloppy,  easy  writ¬ 
ing  makes  pretty  hard  reading.  Most 
copy  writers  need  to  paddle  their 
brains  and  get  out  some  pumice 
stone  and  polish  their  sentences  so 
that  the  selling  message  is  powerful 
and  clear.  If  you  read  the  advertis¬ 
ing  printed  in  New  York  City  for 
one  week,  you  will  be  astonished  at 
the  week’s  yield  in  the  number  of 
non-parsable  sentences,  the  misuse 
of  words,  the  school  of  punctuation 
that  Kenneth  Collins  calls  the  dot 
dot  dash  school,  the  cloudy  befud¬ 
dled  expression  of  a  cloudy,  befud¬ 
dled  thought.” 

"Advertising  writing  is  like  other 
legitimate  writing.  It  breaks  down 
into  four  divisions — exposition,  nar¬ 
ration,  description  and  argumenta¬ 
tion.  It  calls  for  the  same  brand  of 
grammar,  sentence  construction  and 
punctuation  found  in  legitimate 
forms  of  writing.  Advertising  needs 
commas,  and  semicolons  and  peri¬ 
ods — lots  of  periods.  It  needs  few 
dashes,  few  dots,  few  exclamation 
points.  A  good  grounding  in  gram¬ 
mar  and  punctuation  should  be  re¬ 
quired  of  every  person  writing  ad¬ 
vertising  copy.” 

After  citing  a  number  of  specific 
cases  of  errors.  Miss  Fitz-Gibbon 
said :  “Now  I  have  been  a  little 
technical  from  the  standpoint  of 
grammar  and  rhetoric,  but  I  do 
think  it  would  pay  every  advertis¬ 
ing  department  to  stay  out  of  the 
paper  one  night  and  provide  every 
copy  writer  certainly  with  a  the¬ 
saurus  and  a  grammar.  Every  live 
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copy  staff  should  wear  out  a  large 
unabridged  dictionary  at  least  once 
a  year.” 

3.  “See  that  your  copy  is  factual, 
inforniative  and  definite.  You  see 
that  doesn’t  call  for  any  brilliance 
that  you  were  born  with,  any  flights 
of  imagination — just  a  little  work. 

I  think  it  would  be  a  good  tiling  to 
throw  out  all  generalities.” 

“There  is  another  school  very 
similar  to  the  yum-yum  school  of 
food  advertising  and  that  is  his  royal 
highness,  talking  about  children.  I 
will  wager  almost  every  store  has 
run  an  ad  in  the  last  year  talking 
about  the  baby  as  his  royal  high¬ 
ness  and  his  itsy-bitsy  tootsies,  and 
all  that  kind  of  stuff.  As  a  matter 
of  fact,  there  are  lots  of  interesting 
things  that  have  happened  in  the 
whole  field  of  child  education  and 
development. 

The  modern  child  is  two  pounds 
heavier,  one  and  a  half  inches  taller 
and  three  degrees  pinker  than  his 
father  or  mother  was  at  his  age.  I 
remember  one  time  we  ran  an  ad 
on  statistics,  that  Columbia  had  fin¬ 
ished  a  research  proving  that  chil¬ 
dren  born  in  the  spring  and  summer 
had  higlier  I.Q.’s  than  those  born 
in  the  fall  and  winter.  It  doesn’t 
take  any  brilliance  to  look  that  up; 
it  just  takes  a  little  labor.” 

“The  most  successful  fur  adver¬ 
tising  is  certainly  that  which  is  defi¬ 
nite.  Especially  in  selling  furs,  I 
think  you  have  to  be  fairly  long  and 
extremely  technical,  and  I  think  all 
advertising  should  be  technical.  We 
were  very  successful  with  an  ad  on 
Arkansas  Muskrat  at  one  time.  We 
told  all  about  the  little  muskrat  and 
how  he  didn’t  get  into  fights  in  Ark¬ 
ansas  and  the  fact  he  didn't  get  in 
fights  resulted  in  a  smooth  skin.  I 
remember  one  very  successful  pro¬ 
motion  of  Alaska  Seals.  We  told  all 
about  the  baby  seals  in  the  Pribilof 
Islands  and  what  they  ate  and  so 
forth.  Women  love  it.  I  think  that 
the  best  answer  to  any  merchandise 
person  who  says,  “Oh,  women  don’t 
want  to  read  anything,  just  a 
label,”  is  to  tell  them  the  price  and 
tell  them  to  come  in.  If  you  ever 
watch  a  fur  salesman  sell  a  fur  coat, 
he  not  only  uses  hundreds  of  words, 
but  he  uses  thousands  of  words.” 

“All  this  stuff,  I  think,  just  goes 
forth  to  show  that  you  can  take  an 
average  advertising  staff,  make  them 
be  definite,  make  them  be  factual, 
make  them  study  grammar,  and  then 
define  what  the  store  is  aiming  at, 
and  your  result  will  be  excellent 
copy.” 


Herbert  S.  Lenz,  Art  Director 
of  Macy’s,  then  discussed  the  sub¬ 
ject,  “How  to  Improve  Layout,  Art 
Work,  Type  in  our  Advertising.” 

Mr.  Lenz  emphasized  the  fact  that 
consideration  of  the  customer  is  a 
fundamental  of  good  selling  prac¬ 
tice. 

“Dr.  Carrel  in  his  book  Man,  the 
Unknown  says  that  the  trouble  with 
man  is  that  people  think  of  human 
l)eings  as  a  group  instead  of  as  in¬ 
dividuals.  That  is  the  trouble  with 
many  of  us  in  the  retail  business. 
We’re  interested  in  mass  sales — 
mass  circulation,  etc.  and  therefore 
lose  sight  so  often  of  that  impor¬ 
tant  considerate  contact  with  the 
individual  customer.” 

“All  of  us  are  guilty  more  or  less 
of  making  the  customer  work.  We 
have  a  Roman  Holiday  in  “cook¬ 
ing  up”  trick  layouts,  overloading 
space,  screaming  types,  burying 
j)rice,  garbling  copy,  and  many 
other  stunts  too  many  to  mention. 
All  these  make  the  customer  work. 
.\nd  that  loses  sales,  because  he  or 
she  won’t  take  out  a  slide  rule  and 
try  to  figure  out  what  you  and  I,  in 
our  w’elter  of  confused  thinking, 
couldn’t  figure  out  ourselves.  Let’s 
remember  this  obvious  objective  in 
the  projection  of  our  message  to  the 
customer  —  TO  CONVEY  TO 
THE  CUSTOMER  IN  THE  SIM¬ 
PLEST  POSSIBLE  MANNER, 
THE  MESSAGE  OF  OUR  AS¬ 
SORTMENTS  AND  PRICES. 

Mr  Lenz  then  suggested  three 
simple  things  to  accomplish  the 
above  result:  To  illustrate  your 
merchandise  so  that  the  customer 
can  clearly  see  what  she  or  he  is 
buying.  Straight-forward  photo¬ 
graphs  has  played  a  large  part  in 
this  phase,  particularly  in  the  Mail 
Order  field. 

2.  To  have  the  price  clearly  show 
so  that  the  customer  sees  how  much 
she  has  to  pay. 

3.  We  must  pattern  our  layout 
form  in  a  way  so  that  the  customer 
can  easily  get  at  the  copy  and  other 
information  pertinent  to  the  sale.” 

With  regard  to  layouts,  Mr. 
Lenz  made  these  interesting  com¬ 
ments  :  “A  layout  is  a  working  plan 
which  crystallizes  all  the  objectives 
to  which  the  particular  ad  is  pat¬ 
terned.  After  it  is  prepared  it 
should  be  the  unqualified  guide  for 
the  many  people  who  are  directly 
responsible  for  the  preparation  of 
the  ad,  namely  the  Copyzvriter — 
Artist — Cut-Buyer  —  Typographer, 
etc.  Frequently  a  layout  is  O.  K. 
and  then  we  start  changing  horses 


in  midstream.  We  want  more  copy 
— we  want  to  show  two  more  items 
— we  want  a  squat  ad  instead  of  a 
lean  one — ^when  all  of  this  kind  of 
thinking  should  have  been  employed 
when  the  plan  was  being  developed. 
This  shifting  costs  wasted  dollars — 
and  makes  for  most  messy-looking 
ads.  And  messy  ads  don’t  produce 
the  desired  effect  in  the  customer’s 
mind  because  they  make  a  complex 
situation  out  of  what  should  be  a 
simple  one.  Makes  the  customer 
‘work’.  So  she  won’t.  So  she  skips. 

So  you  don’t  sell.  Regardless  of 
what  else  you  do,  make  your  ar¬ 
rangements  simple  and  don’t  make 
the  customer  work.” 

Willard  H.  Campbell  suggested 
eight  ways  to  obtain  better  results 
from  our  Window  Displays  during 
1937: 

“1.  Study  Chart  No.  4  in  ‘The 
1937  Retailer’s  Calendar — it  is  vir¬ 
tually  a  year’s  plan  for  window  dis¬ 
play  activities. 

“2.  Do  not  leave  assignment  of 
window  space  to  the  display  mana¬ 
ger.  His  primary  responsibility 
(and  interest)  is  the  arrangement 
of  merchandise,  backgrounds  and 
lighting  effects.  Your  display  man¬ 
ager  cannot  see  the  promotional 
campaign  as  a  whole. 

“3.  After  merchandise  is  selected, 
check  with  display  manager  to  as¬ 
certain  if  he  has  developed  a  domi¬ 
nant  selling  theme  or  feature  for 
each  window. 

“4.  Select  certain  departments  for 
special  promotional  sales  volume 
(and  profit)  building  during  1937 
in  your  windows.  Study  Charts 
No.  4,  5  and  7  in  ‘The  1937  Re¬ 
tailer’s  Calendar.’  Be  sure,  first, 
that  these  departments  are  properly 
manned  and  merchandised — then  se¬ 
lect  their  best-sellers  and  play  them. 
You  will  find  that  window  displays 
will  build  sales  volume  (and  profits) 
quicker  and  surer  than  any  other 
media. 

“5.  Inspect  your  windows  after 
each  change  to  make  certain  you 
have  obtained  maximum  selling 
power  from  display.  Ask  buyer  if 
major  selling  points  have  been  em¬ 
phasized.  (Publicity  directors  are 
prone  to  mull  over  newspaper  ad¬ 
vertisements  all  forenoon,  then  go 
out  to  lunch  without  even  glancing 
at  the  store  windows.) 

“6.  Keep  a  record  of  actual  sales 
made  from  window-advertised  mer¬ 
chandise.  Many  stores  keep  fairly 
accurate  results  on  sales  made  in  a 
department  from  newspaper-adver¬ 
tised  merchandise — but  never  check 
on  the  sale  of  merchandise  displayed 
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“2.  It  eliminates  haphazard  think¬ 
ing,  doing  and  spending. 

“3.  It  makes  it  easy  to  maintain 
a  consistent  display  personality  for 
a  store. 

“4.  It  gets  the  things  done  that 
most  need  doing  and  leaves  undone 
the  things  that  will  be  missed  least. 

“5.  It  encourages  evaluation  of 
the  different  kinds  of  display  and 
their  application  to  various  depart¬ 
ments  and  situations. 

“6.  It  helps  determine,  in  the 
soundest  way  possible,  how  big  the 
display  budget  should  be. 

“7.  It  facilitates  control  of  the 
budget. 

“8.  It  enables  a  store  to  build  up 
and  maintain  an  inventory  of  equip¬ 
ment,  such  as  figures,  fixtures,  etc. 

“9.  It  distributes  the  season’s 
work  efficiently.  This  is  particularly 
important  to  stores  which  operate 
their  own  display  work  shops.” 


“I  believe  that  some  such  thinking 
must  he  undertaken  by  any  store 
which  seriously  desires  to  develop  a 
sustained  display  plan.  After  that 
the  making  of  the  plan  is  simplicity 
itself.  It  l)ecomes  nothing  more  or 
less  than  the  intelligent  laying  out 
of  a  work  program,  based  in  part 
uiKHi  the  merchandising  and  adver¬ 
tising  program  for  the  season,  in 
part  upon  the  imagination  and  cour¬ 
age  of  the  display  director  and  his 
bosses.  Tlie  ideas  of  the  merchan¬ 
dise  managers,  the  jnihlicity  direc¬ 
tor,  the  buyers  and  often  the  general 
sujierintendent  are  consulted,  liefore 
a  display  director  gets  his  plan  into 
workable  shape. 

“Here’s  what  the  plan  accom¬ 
plishes  : 

1.  It  insures  that  display  becomes 
what  it  must  be,  a  major  store  func¬ 
tion  w'orking  efficiently  in  conjunc¬ 
tion  with  all  the  other  elements  of 
the  store’s  selling  program. 


in  windows.  Such  a  check  may  elimi¬ 
nate  many  so-called  ‘fashion’  or  ‘in¬ 
stitutional’  windows. 

“7.  Keep  count  for  a  day  occa¬ 
sionally  which  window  ‘stops’  most 
persons.  Then  check  sales  of  dis¬ 
played  merchandise  in  department. 

You  may  decide  it  was  the  carriage 
— not  the  king  they  were  interested 
in. 

”8.  Make  certain  that  the  depart¬ 
mental  sales  force  knows  what  mer¬ 
chandise  is  displayed  in  window. 

Newspai)er  advertisements  and 
radio  broadcasts  are  shown  to  a  de¬ 
partment’s  sales  force  so  they  will 
know  al)out  merchandise  customers 
will  ask  for.  How  many  members 
of  a  dejKirtment’s  sales  force  are 
similarly  informed  al)out  the  mer¬ 
chandise  displayed  in  a  window? 

Ask  them  ne.xt  Monday — you  may 
b6  surprised! 

‘‘And  again  may  I  emphasize  to 
all  publicity  directors  present :  ‘Keep 
your  fingers  on  vour  windows  dur¬ 
ing  1937. 

R.  V.  Tossell  gave  another  of 
his  very  constructive,  forward-look¬ 
ing  talks  when  he  six)ke  on  the  sub¬ 
ject  of  ‘‘Better  Internal  Store  Pro¬ 
motion  in  1937”. 

Said  Mr.  Tossell:  “One  of  the 
most  fashionable  subjects  at  these 
conventions  for  as  many  years  as  I 
can  rememlier  has  l)een  ‘planning.’ 

Of  course  we  always  meant  adver¬ 
tising  planning.  We  still  do.  I’ve 
never  heard  anyone  talk  about  dis¬ 
play  planning.  I  submit  for  1937 
the  proix)sition  that  display  plan¬ 
ning  is  at  least  one  of  the  answers 
to  the  question:  How  can  I  better 
my  internal  store  promotion  job? 

“I  am  assuming  of  course  that 
display  is  the  biggest  weapon  at 
hand  to  us  as  advertising  execu¬ 
tives.  Certain  other  phases  of  in¬ 
ternal  promotion  are  doubtless  im¬ 
portant  but  are  either  wholly  or 
partly  under  the  auspices  of  other 
executives. 

“My  conviction  regarding  the 
need  for  some  sort  of  display  plan¬ 
ning  comes  from  recent  experiences 
at  my  own  store.  About  two  years 
ago  we  decided  that  our  display 
work  was  not  what  it  should  be.  So 
we  overhauled  our  machinery.  Ever  big  stores, 
since  we’ve  been  working  on  a  plan,  covers  sucl 
It  has  helped  us  analyze  our  weak-  smaller  vol 
nesses,  formulate  a  policy,  set  up  afford  a  pi 
and  attain  certain  objectives,  and  it’s  certain 
generally  improve  our  displays  be-  a  good  p 
yond  all  comparison.  Incidentally,  salespeople 
we  plan  in  a  general  way  a  year  gently  on 
ahead,  but  specifically  only  for  a  six  sell  to  such 
months’  season.  “Again, 


Session  No.  4 — Improving  Sales  Promotion  in 
Smaller  Volume  Stores 

Session  Chairman:  Russell  K.  Lowry,  Interstate  Department  Stores,  Inc. 
New  York,  N.  Y. 

Platform  Panel:  Ralph  U.  Brett,  Timothy  Smith  Co.,  Roxbury,  Mass. 
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David  DeGarmo  Smith.  Luckey,  Platt  &  Co,,  Poughkeepsie,  N.  \ . 


This  session  was  the  first  of  its  ing  managers  to  see  to  it  that  win- 
kind  ever  held  by  the  Sales  Pro-  dow  displays  and  departmental  dis- 
motion  Division.  It  was  definitely  plays  are  always  attractive,  dramatic, 
planned  to  permit  sales  promotion  newsy.  Our  advertising  managers 
men  and  women  of  Smaller  Volume  see  that  our  window  displays  have 
Stores  to  discuss  their  particular  plenty  of  Power  and  Sell  in  their 
problems.  By  the  time  this  session  makeup.  Windows  must  sell  goods, 
was  under  way.  more  than  100  mem-  Windows  are  a  marvelous  promo- 
bers  were  in  the  audience,  and  the  tion  tool.  So  we  instruct  our  Ad- 
meeting  proved  to  be  very  ix)pular.  vertising  Managers  to  not  overlook 
Si^eaking  on  the  subject  of  “The  any  bets,  when  it  comes  to  having 
‘  ~  “  notion  job  in  7vindo7i’s  that  sell  merchandise. 

Russell  “Further,  we  ask  our  advertising 
)wing  inter-  managers  to  see  to  it  that  signs  on 
pect  our  ad-  merchandise  really  .say  something, 
lee  to  it  that  are  really  informative,  and  carry 
liking  points  selling  persuasion, 
they  sell.  In  “How  far  can  the  Sales  Promo- 
lel  Director  tion  job  go  in  Smaller  Volume 
But  in  our  Stores?  It  can  almost  take  in  the 
,  we  cannot  store’s  entire  operation.  Everything 
ector.  And.  in  retailing  seems  to  come  under  the 
omotion — or  head  of  promoting  the  maximum 
id — to  have  amount  of  sales.  And  a  good  Sales 
)mers  intelli-  Promotion  Manager  (we  call  him 
hey  have  to  the  Advertising  Manager  in  the 
smaller  volume  store)  gets  into 
5ur  advertis-  practically  every  function  of  his 
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st(<n-.  X’ory  often  he  interests  him¬ 
self  so  innch  that  he  actually  be¬ 
comes  tlie  Assistant  (leneral  Mana- 
jjer.  lie  is  extremely  service-con¬ 
scious.  lie  is  extremely  merchandise- 
c(inscions.  He  is  extremely  sales  vol- 
iinie-cimscions.  He  realizes,  as  Les- 
st)n  Xo.  1  in  retailing,  that  the  pro- 
motictn  of  sales  without  profit 
means,  simply,  that  100  people  or 
200  |K*ople  or  300  people  go  through 
a  lot  of  motions  and  a  lot  of  hard 
work  without  getting  a  thing  in  re¬ 
turn.  So— he  watches,  like  the  i)ro- 
verhial  hawk,  probably  every  func¬ 
tion  of  his  store,  to  make  sure  that 
sales  are  won — hut  always  at  a 
profit.” 

Rai.imi  V.  Brktt  stressed  the 
value  of  “Better  Advance  Plan¬ 
ning”  in  helping  smaller  volume 
stores  do  a  more  effective  sales  pro¬ 
motion  job.  He  indicated  that  the 
subject  flivided  itself  logically  into 
three  major  parts : 

1.  .\  method  of  advance  planning. 

2. .  (jetting  plans  before  the  organi¬ 
zation. 

3.  'I'he  ])roper  execution  of  the 
plans. 

The  first  requisite  for  success  in 
planning,  according  to  Mr.  Brett, 
is  that  the  management  must  of  ne¬ 
cessity  have  a  policy — a  way  of  do¬ 
ing  business  that  has  grow'ti  out  of 
an  original  idea  of  the  founder  or 
a  tradition  in  the  community. 

“It  is  the  job  of  advertising  man¬ 
agers  to  assist  management  in  the 
crystallization  of  this  ixilicy — get¬ 
ting  it  agreed  iqion  and  getting  it 
down  in  black  and  white  for  all  to 
read,  understand  and  follow.  Once 
this  ])olicy  is  clearly  defined  fur¬ 
ther  ])lans  can  lie  attempted  which 
will  always  be  consistent  with  the 
goal  of  the  store.” 

Mr.  Brett  then  indicated  that  “the 
first  actual  periodical  plan  should 
be  laid — and  for  a  year  in  advance. 
Naturally  this  scheme  will  be  gen¬ 
eral  in  nature — but  it  should  cer¬ 
tainly  be  tied  in  with  all  merchan¬ 
dising  and  general  store  plans  .  .  . 
“Ne.xt  short  period  plans  should  be 
made — and  I  say  period  instead  of 
monthlv  purposely,  for  I  believe  that 
promotional  planning  can  be  im¬ 
proved  if  we  think  of  it  in  terms 
of  customer  buying  habits,  rather 
than  in  terms  of  our  traditional 
‘bookkeeping’  months.  From  the 
standpoint  of  cost  planning  it  is  no 
doubt  best  to  retain  the  monthly 
schedule  which  can  easily  be  taken 


from  our  plan  and  put  in  with  other 
store  expense  plans. 

“For  the  first  six  months  login¬ 
ning  say,  February,  these  periods 
might  be  as  follows: 

.\.  The  early  spring  to  Easter 

effort. 

B.  The  .summer  up  to  vacation- 

time  campaign. 

C.  Midsummer  Sales  to  .\ugust 

Clearance. 

Concerning  the  matter  of  getting 
the  plans  before  the  store  organiza¬ 
tion  for  their  guidance.  Mr.  Brett 
said  the  following:  “The  right  way 
to  do  this  certainly  is  through  regu¬ 
lar  meetings  attended  by  all  buyers 
and  those  non-selling  dcjtartment 
heads  affected.  X’o  store  can  do  a 
real  joh  if  all  the  ideas  are  resting 
securely  lohind  the  now  iirobably 
more  genial  countenance  of  the  boss, 
or  in  the  unexplored  brain  of  the 
advertising  manager.  Get  them  down 
in  black  and  w'hite — get  them  dis¬ 
cussed — get  them  -understood  and 
then  see  how  easy  it  is  to  get  them 
accepted  and  working.  Few'  buyers 
in  tbe  smaller  stores  are  promotion¬ 
al-minded — many  cannot  even  write 
usable  descriptions  of  the  items  they 
wish  to  advertise.  How  necessary  it 
is  therefore  to  pursue  a  course  of 
constant  education  in  idanning — to 
awaken  their  interest  in  the  idea, 
and  by  constant  reiteration  to  drive 
the  jioint  home. 

“The  e.xecution  of  the  i)lan.”  .said 
Mr.  Brett,  “is  probably  tbe  hardest 
job  of  all  because  of  the  necessary 
follow-up.”  Mr.  Brett  then  made 
an  observation  that  other  speakers 
subsequently  emphasized :  “.X  word 
of  warning.  If  there  is  one  thing 
which  onr  stores  need — and  I  mean 
the  tyix:  and  size  of  stores  repre- 
sente<l  here — it  is  simplicity  in  our 
operations.  Promotional  plans  there¬ 
fore  should  at  all  times  be  kept 
simple,  direct  and  easy  to  follow. 
Leave  com])lex  charts,  detailed  fig¬ 
ures.  and  studies  of  economic  trends 
to  the  big  stores  that  can  afford 
them,  and  center  your  efforts  on 
effective,  easy-to-understand  plans 
that  suit  your  organization.” 

Robkrt  Krii.i.  discussed  the  mat¬ 
ter  of  merchandising  a  store’s  ad¬ 
vertising  most  effectively. 

He  urged  that  every  advertising 
and  sales  promotion  man  endeavor 
to  be  a  better  merchant,  so  that  he 
or  she  could  do  a  more  intelligent 
job  of  merchandising  the  advertis- 
ing. 


.Speaking  from  experience  in  lK)th 
merchandise  and  sales  promotion, 
Mr.  Krill  observed  that  failure  to 
concentrate  i)romotional  efforts  at 
Ix'.st-.selling  prices  and  price  lines  re¬ 
sulted  in  a  high  advertising  cost,  a 
definite  loss  of  store  prestige,  and  a 
very  traceable  loss  of  business 

“Now,  I  know  that  a  buyer  defi¬ 
nitely  feels  that  if  he  advertises  a 
cheap  price,  a  low  price,  a  price  be¬ 
low  his  best-selling  price,  he  is  go¬ 
ing  to  get  customers  in  to  btiy  his 
better  merchandise.  From  my  own 
exiierience  (I  have  made  a  study 
of  it)  T  don’t  think  such  is  the  case. 

I  think  very  definitely  advertising 
should  be  spent  on  ])rices  lines  w’hicb 
are  yonr  l)est-selling  jmee  lines.” 

Mr.  Krill  stressed  one  principle 
of  advertising  which  he  considered 
very  important,  namely,  that  “every¬ 
thing  you  <lo  must  seem  to  be  im¬ 
portant.  In  a  smaller  volume  store 
it  is  even  more  important  to  do  this, 
because  limited  advertising  rei)re- 
sentation  makes  it  necessary  to  use 
advertising  intelligently  and  to  con¬ 
centrate  on  the  highlights  of  the 
store’s  activities.” 

David  DkGarmo  Smith  .stressed 
the  great  opportunities  for  more 
.sales  volume  through  a  well  planned 
imogram  of  Internal  Store  Promo¬ 
tion.  He  confined  his  remarks  to 
“more  intelligent  selling”  and  to 
“better  tie-up  between  advertising 
and  actual  selling  in  the  depart¬ 
ment.”  Mr.  Smith  stressed  the  fact 
that  more  store  traffic  does  not  nec¬ 
essarily  mean  greater  volume — that 
we  must  definitely  do  something  to 
turn  this  traffic  into  active  pur¬ 
chasers. 

On  the  subject  of  more  intelli¬ 
gent  salesmanship,  Mr.  Smith  made 
the  following  comments : 

“For  years  we  have  been  smiling 
])lea.santly  when  this  subject  was  in¬ 
troduced,  and  with  a  gentle  wave  of 
the  hand  we  have  consigned  this  prob¬ 
lem  to  the  Educational  Department 
or  to  the  buyer  in  charge  of  the 
particular  department  concerned. 
We  have  come  to  realize  that  al¬ 
though  the  basic  training  responsi- 
bi'i>y  rests  with  them,  there  is  no 
less  responsibility  for  the  Promo¬ 
tion  Department  to  see  that  all  sales¬ 
people  are  given  knowledge  that 
will  enable  them  to  sell  those  cus¬ 
tomers  whom  we  probably  claim  to 
have  brought  into  our  store ;  in  other 
words,  to  change  traffic  into  money 
in  the  till. 

“To  accomplish  this,  we  insist  that 
each  buyer  hold  a  meeting  at  least 
once  each  week  to  tell  her  sales- 
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people  what  has  been  Ixjught,  why, 
and  what  there  is  about  the  mer¬ 
chandise  that  would  interest  the  cus¬ 
tomer.” 

He  also  mentioned  that  buyers  in 
his  store  were  urged  to  invite 
manufacturers’  representatives  to 
the  store  to  tell  the  salespeople  the 
story  of  the  merchandise.  Very  ef- 


AT  the  time  this  session  began, 
approximately  300  members 
were  in  attendance. 

Karl  Egce  stressed  the  great  need 
for  centralizing  a  store’s  packaging 
program  through  its  sales  promotion 
division,  or  perhaps  in  some  cases 
through  the  purchasing  department. 
To  emphasize  the  need.  Mr.  Egge 
described  the  conditions  he  found 
existing  in  his  store,  which  from  in¬ 
vestigation  he  felt  sure  applied  to 
most  other  stores  as  well.  The  con¬ 
ditions  in  question — applying  not 
only  to  packaging,  but  to  woven  and 
printed  labels  bearing  the  store 
name,  also  to  the  store  signature  on 
folders  and  circulars  supplied  by 
manufacturers,  and  to  stock  boxes 
in  which  manufacturers  supply  their 
merchandise  —  were  expressed  as 
“pathetic,  startling,  silly,  shocking”. 

In  the  case  of  Mr.  Egge’s  store, 
definite  action  has  been  taken  by  his 
department.  Let  Mr.  Egge  tell  what 
was  done: 

“Now,  here’s  what  we  did  about 
it.  All  label  and  package  designing 
was  centralized  in  or  passed  upon  by 
the  Publicity  Office.  Then  we  em¬ 
ployed  a  very  simple  little  device 
consisting  of  a  reproduction  proof 
on  plated  paper  of  the  way  our  name 
is  to  be  printed.  It  can  be  used  as 
an  original  for  making  plates,  for 
printing  purposes,  or  as  the  design 
when  the  name  is  to  be  woven.  On 
the  form  there  is  this  copy:  ‘Bloom- 
ingdale’s.  New  York’  (written  in 
our  hand-lettered  style).  ‘This 
standard  signature  should  be  used 
on  labels  for  merchandise  to  be  sold 
at  Bloomingdale’s.  Please  note  that 
while  our  corporate  name  is  Bloom- 
ingdale  Bros.,  Inc.,  this  designation 
is  not  to  be  used  as  a  signature  on 


fective  in  Mr.  Smith’s  store  are  spe¬ 
cial  Bulletins  issued  for  each  major 
promotion,  telling  the  whole  store 
force  about  the  event,  the  merchan¬ 
dise,  the  values.  Mr.  Smith  urged 
the  continued  use  of  a  good  idea, 
rather  than  using  it  enthusiastically 
and  then  switching  off  to  some  new 
idea  that  happens  to  strike  you. 


a  lal)el  for  merchandise.  The  public 
knows  us  as  Bloomingdale’s,  and 
that  is  the  way  we  sign  our  adver¬ 
tising.’  These  forms  were  liberally 
supplied  to  the  Buyers,  to  Assist¬ 
ant  Buyers,  to  our  buying  offices 
here  in  New  York  and  in  other 
cities  in  the  country,  and  to  all  our 
buying  offices  in  Europe,  with  a  let¬ 
ter  explaining  our  desire  to  stand¬ 
ardize  the  way  our  name  is  to  ap¬ 
pear  on  labels  and  packages. 

On  the  subject  of  better  packag¬ 
ing,  Mr.  Egge  made  this  comment: 
“Another  survey*  we  conducted  in¬ 
volved  bringing  together  in  one  place 
in  the  store  a  sample  of  every  piece 
of  merchandise  that  bears  a  brand 
name  which  we  own,  or  which  is 
controlled  by  us  in  our  city.  I  haven’t 
got  the  time  to  tell  you  of  the  varied 
and  assorted  selection  of  packaging 
monstrosities  that  we  were  able  to 
collect.  It  drove  home  to  me  very 
forcibly  the  need  that  exists  for  the 
spending  of  much  time  and  money 
in  modernizing  the  dress  of  our 
merchandise. 

“Here  again,  the  designing  and 
the  passing  on  of  packaging  should 
be  centralized.  Whoever  is  given 
the  job  must  have  a  love  for  it,  must 
have  a  flare  for  it,  and  must  have 
the  will  and  the  power  to  adminis¬ 
trate  it  ruthlessly.  Whoever  is  re¬ 
sponsible  for  guiding  new  packag¬ 
ing  should  employ  competent  ad¬ 
vice  from  someone  who  is  an  ex¬ 
pert  in  package  design.” 

Willard  H.  Campbell,  in  charge 
of  Sales  Promotion  for  his  store, 
described  why  and  how  he  was  pro¬ 
ceeding  to  develop  an  effective  pack- 
aging  program.  Mr.  Campbell’s  ten 
points  for  getting  this  important 
proposition  under  way  are  as  fol¬ 
lows  : 


“1.  Store  packaging  is  going  to  be 
particularly  important  during 
1937  because  of : 

A.  Rising  prices. 

B.  Necessity  for  better  ser¬ 
vice  and  value  to  custom¬ 
er  : 

(1)  More  for  the  same 
money 

(2)  The  same  for  less 
money 

(3)  Best-selling  size, 
quantity,  and/or 
quality — in  order  to 
compete  with  nation¬ 
ally-advertised.  price- 
maintained,  m  a  n  u  - 
facturer’s  products. 

C.  Necessity  of  eliminating 
direct  comp>etition  from 
loss  leaders. 

D.  Fact  customer  must  return 
to  YOUR  store  for  sec¬ 
ond  purchase. 

E.  Every  item  under  store’s 
own  package  means  great¬ 
er  acceptance  for  allied 
or  related  products  —  in¬ 
direct  institutional  adver¬ 
tising. 

“2.  Develop  fundamental  idea  — 
work  from : 

A.  Family  (allied  or  related 
departments)  drugs,  toilet 
goods,  notions,  stationery. 

B.  Clan  (store-wide)  view¬ 
point  to  assure  genera! 
uniformity. 

C.  Read  all  you  can  find  on 

packaging. 

D.  Collect  complete  lines  of 
packages  from  leading 
outlets : 

(1)  Ward’s  catalog. 

(2)  Macy’s,  and 

(3)  Field’s  wholesale  — 
note  exhibit  at  con¬ 
vention,  including 

a.  What  it’s  made  of. 

b.  How  it’s  made. 

c.  Service  it  will  give. 

d.  Best  care  for  longer 
wear. 

“3.  THEN  call  in  experienced  or¬ 
ganization  to  establish  general 
format  as  to : 

A.  Design 

B.  Color 
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C.  Typography 

n.  Selling  information  and/ 
or  instructions. 

“4.  Too  frequently  stores  accept 
package  manufacturer  offers — 
therefore,  after  you  have 
established  general  format : 

A.  Have  manufacturers  fol¬ 
low  that  format,  and 

B.  Follow  it  yourself  in  all 
packages  you  develop. 

“5.  A  package  can  be  a  depart¬ 
ment’s  hardest-working  and 
most  productive  salesman. 

“6.  Constant  advertising  of  store’s 
name  in  consumer’s  home  — 
means  selling  store  as  a  ‘line’ 
vs.  an  individual  item  from  a 
national  manufacturer. 

“7.  More  attractive  appearance  in 
dejiartment  —  because  of 
‘family’  resemblance  —  vs. 
conglomoration  of  national 
brands  not  coordinated  from 
standpoint  of  color,  design. 
tyix)graphy — frequentlv  fight¬ 
ing  each  other  for  consumer’s 
attention. 

“8.  National  brands  always  fail  to 
carry  into  consumer’s  home 
name  of  store  where  purchase 
was  made — eliminating  possi¬ 
bility  of  repeat  business. 

“9.  Importance  of  frequent  ‘out¬ 
side’  shopping  to  ascertain  if 
your  salesforce  is  ‘sold’  on 
your  own  products. 

“10.  60-second  selling  —  prepare 
selling  facts  on  each  package 
for  use  o(  sales  force. 

Ben  Nash,  expert  package  de¬ 
signer,  tlien  gave  a  splendid  talk  on 
the  subject  of  “Selling  More  Mer¬ 
chandise  Through  Better  Packag¬ 
ing.”  Included  in  Mr.  Nash’s  speech 
were  the  following  valuable  points; 
“The  package  and  the  manner  in 
which  it  is  displayed  are  vital  aids 
to  the  store  executive  in  creating 
profitable  selling  activity. 

“Better  packaging  sells  more  mer¬ 
chandise  l)ecause  merchandise  attrac¬ 
tively  and  effectively  packaged  au¬ 
tomatically  invites  better  display,  a 
more  enthusiastic  response  from  the 
salesperson  who  sells  it  and  higher 
regard  from  the  consumer  who  is  at¬ 
tracted  to  buy  it. 

“A  good  package  furthers  sell¬ 
ing  activity  at  every  step.  From  the 
consumer’s  standpoint,  the  packag¬ 
ing  is  the  first  reflection  of  the 
store’s  or  the  manufacturer’s  per¬ 
sonal  regard  for  an  article  of  mer- 
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chandise.  If  the  packaging  is  attrac¬ 
tive,  up-to-date,  and  gives  the  ap¬ 
pearance  of  quality  or  value,  one 
step  in  the  job  of  selling  to  the  con¬ 
sumer  is  completed  before  the  sales¬ 
person  says  a  word. 

“Your  own  Christmas  selling  sea¬ 
son  affords  an  example  of  the  sales 
importance  of  packaging  and  wrap¬ 
ping.  And  you  should  recognize  the 
fact  that  the  same  principles  can 
be  applied  during  the  remainder  of 
the  year. 

“I  would  like  to  direct  your  at¬ 
tention  to  the  following  trends 
which  will  affect  your  packagings 
and  the  packaging  of  your  competi¬ 
tors: 

“TREND  1 — A  change  in  present 
packages — A  great  many  packages 
will  have  their  faces  lifted  so  they 
can  stick  out  their  chins  and  fight 
for  their  share  of  the  consumer’s 
dollar.  Every  manufacturer  and 
store  executive  will  find  it  impera¬ 
tive  to  give  his  packagings  a  more 
searching  review  than  was  ever  done 
before  if  he  wisRes  to  compete  in 
the  coming  retail  selling. 

“TREND  2 — A  faster  tempo  in 
packaging — The  tempo  of  the  pack¬ 
agings  will  be  faster.  They  will 
need  to  be  more  current,  more  in 
keeping  with  the  sales  news  of  the 
day.  Through  more  frequent 
changes  in  the  package  new  sales 
policies,  merchandising  and  selling 
plans  are  going  to  be  more  speedily 
reflected  at  the  retailer’s  display 
counter. 

“TREND  3 — Flexibility  in  Pack¬ 
aging — Today’s  packaging  must  be 
viewed  more  with  the  idea  of  sales 
flexibility.  An  article’s  package  must 
lie  ready  to  respond  to  change  when 
necessary.  The  package  as  origi¬ 
nally  conceived  and  developed  had  a 
certain  relation  to  existing  sales  and 
competitive  conditions.  This  origi¬ 
nal  conception  cannot  be  retained 
when  attending  sales  and  competi¬ 
tive  conditions  are  changing. 

“TREND  4 — Increase  in  Private 
Brand  Interest — The  store’s  inter¬ 
est  in  Private  Brands  is  increasing. 
To  be  successful.  Private  Brand 
lines  require  the  same  studied  job  of 
branding  and  packaging,  and  the 
continuous  promotional  efforts  which 
are  making  the  outstanding  Retail 
Stores’,  Chains’,  Mail  Order 
Houses’,  and  Manufacturers’  Brands 
successful. 

“TREND  5 — Leveling  of  Com¬ 
petition — Many  competitive  advan¬ 
tages  earned  through  business  vol¬ 


ume  and  other  ‘arrangements’  may 
be  counted  ‘out’  in  the  future.  If 
and  when  this  takes  place,  every 
business  man  will  be  looking  for  the 
answer.  As  a  partial  answer  to  the 
])roblem  of  combating  any  leveling 
processes,  I  suggest  you  give  more 
consideration  to  that  final,  vital  spot 
where  the  consumer  ultimately 
chooses  between  your  product  and 
your  competitor’s  product.  I  refer 
to  the  point  of  sale.  You  will  find 
this  to  be  the  one  point  where  ideas 
and  ingenuity  can  be  employed  to 
profit  without  fear  of  being  leveled 
when  you  are  trying  to  create  cus¬ 
tomers  or  to  outsell  your  competi¬ 
tor.  You  can  level  the  physical  as¬ 
pects  of  competition,  but  you  can’t 
level  creative  thinking  that  leads  to 
competitive  ideas. 

“TREND  6  —  Assumption  of 
More  Selling  Responsibility  by  the 
Package — The  package  must  assume 
more  selling  responsibility  than  here¬ 
tofore.  The  former  idea  that  a  pack¬ 
age  was  simply  an  attractively-de¬ 
signed  container  sitting  on  the  coun¬ 
ter  or  shelf  and  awaiting  the  adver¬ 
tising,  sales  promotion,  and  sales¬ 
man’s  push  to  pull  it  through  to  the 
consumer  is  ‘out’.  The  money  spent 
for  packagings  must  produce  more 
than  design,  packaging  material  and 
printer’s  ink — it  must  produce  pack¬ 
ages  which  do  more  work  and  de¬ 
liver  sales  results. 

“TREND  7  —  Packagings  tie-up 
with  Selling  Plans  —  Packagings 
must  tie-up  with  selling  plans.  Make 
a  closer  tie-up  between  your  packag¬ 
ing,  your  selling  plans  and  your  sell¬ 
ing  ideas.  All  too  frequently  the 
package  ,is  .allowed  to 'go  *on  un¬ 
changed  or  unvitalized  while  new 
sales  promotion  campaigns  are  car¬ 
ried  on  in  the  most  virile  manner. 
Fuse  your  packaged  proposition  and 
sales  promotion  into  a  unified  pro¬ 
gram  and  make  them  click  together. 
Use  new  package  ideas  as  the  basis 
for  a  selling  campaign  or  advertising 
campaign  keynote.  And  likewise  use 
the  selling  or  advertising  campaign 
keynote  for  creating  a  new  pack¬ 
age  or  enlivening  the  old  package. 

“TREND  8  —  Develop  Packag¬ 
ings  under  Planned  Branding  and 
Packaging — Packagings  should  be 
developed  under  planned  branding 
and  packaging  programs.  Your  con¬ 
vention  meetings  for  these  several 
days  are  to  stimulate  profitable  plan¬ 
ning.  If  you  contemplate  improved 
jiackaging,  I  recommend  that  it  be 
done  in  a  planned  way,  and  thorough¬ 
ly  grounded  to  give  effective  sales 
direction.” 
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Above  left:  The  Caveiu-raft  Housewares 
group  of  the  Cavendish  Trading 
Corporation,  winner  of  an  honorary 
award. 

Above  right:  The  rest  of  the  award 
winners-  packages  entered  by  R.  H. 
Macy  &  Co.,  Inr.,  Marshall  Field  & 
Co.,  and  Abraham  &  Straus,  Inc. 

Left:  First  prize  winner — Macy’s  pack¬ 
aging  of  cleansing  tissues. 


Macy’s  Wins  Special  Wolf  Retail  Award  in 

Second  Retail  Packaging  Competition 


Approximately  125  pack¬ 
ages  were  submitted  in  the 
Second  Retail  Packaging  Competi¬ 
tion,  and  the  efforts  of  R.  H.  Macy 
&  Company,  Inc.,  of  New  York, 
impressed  an  outstanding  Jury  of 
Judges  to  the  point  that  six  of  nine 
awards  were  given  to  that  store. 

For  the  best  package  developed 
by  a  store  and  in  use  during  1936 
in  the  department  store  field,  Macy’s 
received  the  Special  Wolf  Retail 
Award,  of  which  Irwin  D.  Wolf, 
Vice-President  of  the  Kaufmann 
Department  Stores,  Inc.,  is  the 
donor.  The  award  consisted  of  two 
very  rare  old  brass  beakers  pro¬ 
duced  in  Surrey  England  in  1660 
.  .  .  The  winning  Macy  creation 
was  a  cellophane  package  of  cleans¬ 
ing  tissues,  with  patented  and  ex¬ 
clusive  opening  on  the  back  of  the 
package  which  permits  the  Protect- 
oid  to  be  used  as  a  container 
throughout  the  life  of  the  product. 

Honorary  Awards  were  also  given 
Macy’s  for  the  following  packages: 

A;  R^ognition  for  the  package 
of  greatest  attractiveness  printed  in 


single  color — the  Saybrooke  Shav¬ 
ing  Soap  Box. 

B.  Recognition  for  the  package 
of  greatest  attractiveness  printed  in 
more  than  one  color — the  Aintree 
After- Shaving  Talcum  Box. 

C.  Recognition  for  the  most 
effective  new  package  developed 
during  the  year — the  bottle  of  York 
House  Demerara  Rum. 

D.  Recognition  for  the  best  pack¬ 
age  displaying  merchandising  in¬ 
genuity — ^the  Personal  Palette  Cos¬ 
metics  Box. 

E.  Recognition  for  the  most 
effective  package  for  consumer  con¬ 
venience — the  cork-covered  Bottle 
of  Sun  Oil. 

The  other  three  Honorary 
Awards  were  given  to  Marshall 
Field,  Abraham  and  Straus  and  The 
Cavendish  Trading  Corporation,  as 
follows : 

Recognition  for  the  most  effec¬ 
tive  store-designed  Christmas  Box 
— to  Marshall  Field  and  Company, 
Chicago. 


Recognition  for  the  best-designed 
package  used  by  a  group  of  stores 
— to  Abraham  and  Straus,  Inc., 
Brooklyn,  N.  Y.,  for  the  I.x)uise 
Andre  Toiletries  Kit. 

Recognition  for  the  liest  group  or 
family  of  packages — to  Cavendish 
Trading  Corporation  for  the  Caven- 
craft  Housewares  Group. 

The  Jury  of  Judges  consisted  of 
the  following: 

Richard  F.  Bach,  Director  of  In¬ 
dustrial  Relations  of  the  Metropoli¬ 
tan  Museum  of  Art,  New  York. 

Alvin  E.  Dodd,  Vice-President, 
American  Management  Association, 
New  York. 

W.  J.  Donald,  Managing  Direc¬ 
tor,  National  Electrical  Manufac¬ 
turers’  Association,  New  York. 

Gilbert  P.  Farrar,  Typographic 
Counsellor,  American  Type  Found¬ 
ers,  New  York. 

C.  B.  Larrabee,  Managing  Editor, 
The  Printer’s  Ink  Publication,  and 

James  O.  McKinsey,  Chairman 
of  the  Board,  Marshall  Field  and 
Company,  Chicago,  Ill. 
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Store  Management  Group  Elects 
New  Officers  and  Directors 


Mark  Lansburgh 
Lansburgh  &  Bro.,  Washington,  D.  C. 


Mark  lansburgh,  of  Lansburgh  &  Bro., 

Washington,  D.  C.,  has  been  elected  Chairman 
of  the  Store  Management  Group  to  succeed 
James  S.  Schoff  of  L.  Bamberger  &  Co.,  Newark,  N.  J. 
Mark  Lansburgh  has  long  been  actively  interested  in 
and  identified  with  the  Store  Management  Group,  and 
has  served  a  number  of  terms  as  one  of  the  Group’s 
directors.  For  the  past  two  years  he  has  acted  in  the 
capacity  of  First  Vice-Chairman  of  the  Group. 

He  has  also  long  been  active  in  the  broader  proj¬ 
ects  of  the  Association,  having  served  as  a  director 
on  the  Association’s  Board  in  1934  and  1935.  His 
support  and  aid  in  cooperating  with  our  Washington 
office  in  handling  legislative  matters  and  in  appearing 
before  legislative  committes  on  behalf  of  the  Asso¬ 
ciation  have  been  particularly  valuable. 

Under  his  chairmanship  the  Store  Management 
Group  can  look  forward  to  an  interesting  and  con¬ 
structive  program  of  activities  during  the  coming 
year.  The  group  ewes  a  very  definite  debt  of  grati¬ 
tude  to  Jim  Schoff,  the  retiring  chairman,  for  the 
splendid  job  which  he  has  performed  during  his  two 
terms  as  presiding  officer  of  the  Group.  Jim  Schoff 
has  given  unstintingly  of  his  time  and  efforts  in  pro¬ 
moting  the  interests  of  the  Group  and  in  representing 


it  on  the  Board  of  the  Association.  Particularly  has 
he  rendered  a  valuable  service  to  the  entire  craft  in 
his  leadership  on  the  problems  of  Social  Security  and 
Employee  Relations.  In  connection  with  the  latter, 
it  is  fortunate  that  he  will  continue  to  serve  as  Chair¬ 
man  of  the  Employee  Relations  Committee  of  the 
Association. 

Thus,  Mark  Lansburgh  has  a  high  standard  of  per¬ 
formance  to  maintain,  and  will  need  and  deserve  the 
full  cooperation  of  the  Group’s  membership  in  carry¬ 
ing  on  the  program  during  the  coming  year. 

Other  officers  and  new  directors  elected  to  the 
Board,  based  upon  an  individual  ballot  of  the 
Group’s  membership,  include: 

First  Vice-Chairman,  George  V.  Thompson,  The 
Strouss-Hirshberg  Co.,  Youngstown,  Ohio. 

Second  Vice-Chairman,  Frank  C.  Healey,  James 
McCreery  &  Company,  New  York,  N.  Y. 

New  Directors: 

Robert  F.  Abell,  The  Shepard  Company, 
Providence,  R.  1. 

J.  J.  Buell,  The  May  Company,  Los  Angeles, 
Cal. 

Elmer  French,  Boston  Store,  Chicago,  IB. 

Porter  T.  Hall,  Emery,  Bird,  Thayer  Dry 
Goods  Co.,  Kansas  City,  Mo. 

Oscar  R.  Strauss,  Jr.,  Rich’s,  Inc.,  Atlanta,  Ga. 

Directors  whose  membership  on  the  Board  con¬ 
tinues  during  the  coming  year  include: 

L.  S.  Bitner,  Wm.  Filene’s  Sons  Co.,  Boston, 
Mass. 

J.  N.  McFee,  Hutzler  Bros.  Company,  Baltimore, 
Md. 

James  S.  Schoff,  L.  Bamberger  &  Co.,  Newark, 

N.  J. 

A.  J.  Wilson,  Lit  Brothers,  Philadelphia,  Pa. 

These,  together  with  the  Chairmen  of  the  affiliated 
Management  Groups,  consisting  of  Elizabeth  West- 
gate,  Bloomingdale’s,  New  York,  Chairman  of  the 
Personnel  Group;  Norman  Mitchell,  Ed.  Schuster  & 
Co.,  Inc.,  Milwaukee,  Wis.,  Chairman  of  the  Retail 
Delivery  Association;  and  L.  E.  Muntwyler,  Mont¬ 
gomery  Ward  &  Co.,  Chicago,  111.,  Chairman  of  the 
Traffic  Group,  comprise  the  Board  of  Directors  of  the 
Store  Management  Group. 
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•  Employee  Compensation  • 

(Store  Management  Sessions  summarized  by  George  Plant,  Manager,  Store  Management  Group) 
Chairman,  Harold  Garton,  Vice-President,  Lord  &  Taylor,  New  York 


Periodic  Employee  Reviews 

By  E.  B.  Lawrton,  Personnel  Director,  R.  H.  Macy  &  Co.,  Inc. 
New  York  City 


Mr.  LAWTON  opened  this  sub¬ 
ject  with  the  significant  state¬ 
ment  that  no  store  can  enjoy 
real  long-term  success  if  it  lacks 
proper  machinery  for  insuring  all 
employees:  (a)  fair  wages  for  job 
performance;  (b)  job  security;  (c) 
intelligent,  sympathetic,  stimulating 
and  fair  supervision;  (d)  proper 
and  efficient  working  conditions ; 
and  (e)  training  and  opportunity 
for  the  employees  to  qualify  for 
better  jobs  in  the  organization. 

Personnel  Review  Committee 
As  one  effective  means  tow'ards 
the  accomplishment  of  these  princi¬ 
ples,  R.  H.  Macy  &  Co.  for  more 
than  ten  years  has  made  it  a  vital 
part  of  its  management  program  to 
conduct  semi-annual  personnel  re¬ 
view  of  the  job  performance  of  each 
and  every  Macy  employee.  This  is 
accomplished  through  a  Personnel 
Review  Committee  which  consists  of 
the  following  executives: 

a.  An  Assistant  General  Manager 
acting  as  chairman  whose  per¬ 
manent  duty  is  the  organization 
and  conducting  of  these  reviews, 

b.  The  Buyer  or  non-selling  De¬ 
partment  Manager, 

c.  The  Employment  Interviewer 
for  the  department  under  review, 

d.  The  Training  Department  rep¬ 
resentative  in  the  department, 

e.  The  Floor  Superintendent  in  the 
case  of  selling  departments, 

f.  Other  executives  as  desirable, 
such  as  the  Employment  Mana¬ 
ger,  the  head  of  the  Training  De¬ 
partment,  or  the  Personnel  Di¬ 
rector. 

Review  of  Personnel  Policies 
In  discharging  its  responsibilities, 
the  first  duty  of  the  Committee  is 
to  give  thorough  consideration  to  the 
personnel  policies  and  peculiar  prob¬ 
lems  of  the  department  under  re¬ 
view.  This  involves  a  discussion  of  : 

a.  The  type  of  employee  required 
for  successful  performance, 

b.  The  ability  and  success  of  the 
Employment  office  in  recogniz¬ 
ing  and  securing  the  right  people, 

c.  The  adequacy  oC  the  existing 
basic"  wage  scale  and  supple¬ 
mentary  incentives  in  attracting 


and  holding  successful  employ¬ 
ees. 

d.  An  analysis  of  the  labor  turn¬ 
over  records. 

e.  A  review  of  the  training  pro¬ 
gram  to  insure  an  effective  co¬ 
ordination  between  management 
and  personnel. 

f.  An  analysis  of  the  quality  of 
supervision  and  leadership  as  an 
all-important  factor  in  the 
morale  of  the  w’orkers. 

g.  A  discussion  of  anything  related 
to  working  conditions  which  may 
be  affecting  morale  and  produc¬ 
tion. 

h.  A  discussion  of  whether  jobs  in 
this  department  offer  permanent¬ 
ly  satisfactory  careers  or  wheth¬ 
er  all  jobs  should  be  filled  by  ap¬ 
prentices  in  process  of  develop¬ 
ment  for  better  jobs. 

Review  of  Individual  Performance 
The  next  step  is  a  review  of  the 
performance  of  the  individual  em¬ 
ployee.  This  covers  first  an  analysis 
of  the  statistical  production  record 
of  the  individual  in  relation  to  all 
other  department  employees  and  to 
the  department  average  or  standard. 
This  record  provides  such  facts  as 
base  salary  and  commission  or  bonus 
earnings  received ;  date  of  employ¬ 
ment;  age;  amount  and  date  of  last 
salary  change;  and  production  rec¬ 
ords  for  the  period  reviewed  shown 
in  such  a  way  that  accuracy,  unit 
cost,  and  total  production  can  be 
measured  against  the  department 
average  or  fixed  standard. 

Secondly,  a  study  of  the  disposi¬ 
tions  made  at  past  reviews  of  the 
individual. 

Thirdly,  analysis  of  supervisors’ 
rating  concerning  employee’s  gen¬ 
eral  interest,  attitude,  manner,  stock 
work,  etc. 

And  finally,  in  the  case  of  sell¬ 
ing  departments,  a  review  of  shop¬ 
ping  reports  on  the  individual,  which 
reports  ordinarily  classify  by  out¬ 
standing,  satisfactory,  and  unsatis¬ 
factory. 

On  this  basis  the  review  is  con¬ 
ducted  and  all  salary  increases  de¬ 
cided  upon  are  put  into  effect  im¬ 
mediately. 


Disposition  of  Decisions 

A  vital  part  of  the  review  process, 
Mr.  Lawton  emphasized,  is  the  in¬ 
telligent  and  complete  carrying  out 
of  decisions  made,  involving  par¬ 
ticularly  telling  the  employee  of  his 
or  her  standing.  Macy’s  experience 
indicates  that  to  properly  advise  em¬ 
ployees  of  the  results  of  the  review 
has  necessitated  the  training  of  sup¬ 
ervisors  (that  is,  any  executives 
having  direct  charge  of  employees) 
in  conducting  constructive  inter¬ 
views  with  the  employee,  so  that 
each  worker  feels  that  his  records 
have  been  fairly  considered  and  just 
action  has  been  taken. 

Executive  Review 

It  is  significant  to  note  that  R. 
H.  Macy  &  Co.  also  conducts  simi¬ 
lar  reviews  among  its  executives, 
with  special  emphasis  being  placed 
on  determining  the  promotional 
qualities  possessed  by  junior  execu¬ 
tives. 

Discussion 

Discussion  of  Mr.  Lawton’s  com¬ 
ments  emphasized  the  following 
points.  First,  that  the  decisions  of 
the  Review  Committee  should  be 
final,  to  avoid  any  lag  between  the 
time  decision  is  reached  and  when 
the  employee  reasonably  expects  an 
increase  in  salary  or  notice  of  a 
turn-down. 

It  is  most  important  that  the  ex¬ 
ecutive  who  is  responsible  for  au¬ 
thorizing  salary  changes  should  be 
a  member  of  the  Review  Committee. 
Particularly  is  this  true  where  the 
decision  of  the  Committee  is  re¬ 
garded  as  final. 

While  Macy  pays  a  dismissal 
wage,  as  mentioned  by  Mr.  Lawton, 
the  Review  Committee  does  not  have 
the  authority  or  responsibility  of 
determining  and  setting  the  exact 
amount  of  dismissal  wage  involved. 
This  depends  upon  character  and 
length  of  service  of  employee,  and 
upon  the  policy  of  the  store  regard¬ 
ing  dismissal  wages. 

If  an  employee  is  dissatisfied  with 
the  decision  reached  by  the  Commit¬ 
tee,  he  may  discuss  it  with  his  im¬ 
mediate  supervisor  or  with  the  per¬ 
son  in  charge  of  handling  salary  re¬ 
views  provided  the  employee  brings 
out  new  facts  not  previously  con¬ 
sidered  by  the  Review  Committee. 
Based  upon  the  new  facts  estab¬ 
lished,  the  previous  decision  is  con- 
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firmed  or  desirable  change  is  made. 

It  is  important  that  raises  when 
decided  upon  should  l)e  put  through 
as  fast  as  possible.  In  the  case  of 
R.  H.  Macy,  this  is  done  the  week 
following  the  meeting  at  which  a 
particular  group  or  department  has 
l)ecn  analyzed  and  increases  decided 
upon. 

Consideration  was  given  to  the 
procedure  to  be  followed  where  the 
Review  Committee  decided  that  a 
reduction  in  salary  was  necessary. 
It  was  agreed  that  the  making  of 
any  reduction  should  be  handled 
most  carefully,  and  that  several  al¬ 
ternatives  should  be  considered  l)e- 
fore  the  reduction  was  made,  such 
as  (a)  transferring  the  employee  to 
another  job  wdiere  his  production 
might  justify  the  salary  he  was  re¬ 
ceiving;  (b)  transferring  to  another 
department  at  a  lower  rate  and  ad¬ 
vising  the  employee  that  he  should 
and  could  look  around  for  another 
position  to  see  if  he  could  do  better 


A  QUESTION  closely  associated 
with  salary  raises  and  methods 
of  compensation  employed  is  the 
matter  of  deductions  made  from 
the  employee’s  pay  envelope.  With 
the  addition  of  recent  compulsory 
pay  envelope  deductions  required 
under  the  Federal  Social  Security 
law,  the  problem  in  many  stores  is 
beginning  to  be  not  so  much  “what 
goes  in  the  pay  envelope’’,  but  “what 
comes  out  of  it.” 

While  not  professing  to  have  a 
solution  to  this  problem,  Mr.  Lovett 
emphasized  in  his  comments  the  im¬ 
portance  of  the  problem  particular¬ 
ly  in  the  face  of  present  employee 
unrest,  and  urged  that  each  store 
should  give  serious  consideration  to 
the  matter. 

As  a  means  of  getting  across 
some  of  the  factors  involved,  Mr. 
Lovett  provided  in  a  humorous  man¬ 
ner  an  exaggerated  example  of 
“John  Doe,”  an  employee  of  the 
Gimsakacy  Store,  who  received  a 
weekly  compensation  of  $22,  includ¬ 
ing  a  base  salary  of  $20  and  $2  in 
rommissions,  and  who  found  item¬ 
ized  on  his  pay  envelope  some  four¬ 
teen  deductions  therefrom,  totaling 
$14.75,  leaving  him  the  hypothetical 
and  magnificent  sum  of  $7.25  to 
spend  as  he  pleased.  These  deduc¬ 
tions  went  for  such  matters  as  the 
old  age  pension  and  unemployment 
insurance  tax,  employee  charge  ac¬ 
count,  Easy  Budget  account,  mu¬ 
tual  aid  society,  men’s  club,  group 


in  some  other  concern ;  and  (c)  let¬ 
ting  the  employee  out  entirely  rather 
than  reducing  his  salary,  unless 
management  felt  that  in  the  employ¬ 
ee’s  own  interest  he  would  be  better 
off  in  the  store  at  a  lower  salary 
than  without  any  job  at  all.  It  was 
pointed  out  that  the  policy  of  some 
stores  was  against  making  any 
downward  reductions  in  salaries  ex¬ 
cept  in  periods  of  major  economic 
depression. 

Question  was  raised  as  to  wheth¬ 
er  the  employee  should  not  be  rep¬ 
resented  on  the  Review  Committee 
by  one  of  his  fellow  workers  in  the 
department.  It  was  agreed  that  such 
a  procedure  might  soon  be  desirable, 
provided  the  representative  selected 
definitely  knew  how  the  employee 
felt  and  what  we  wanted  or  expect¬ 
ed.  Contrasted  to  this,  one  store 
reported  that  recently  their  employ¬ 
ees  had  been  reviewing  the  depart¬ 
ment  executives,  with  surprising  and 
constructive  results. 


life  insurance,  credit  union,  Red 
Cross,  Community  Chest,  Salvation 
Army  drive,  personal  deductions 
(the  “Helping  Hand”),  employ¬ 
ment  agency  agreement,  and  gar¬ 
nishee.  He  capped  these  deductions 
off  with  the  motto  of  “Do  your  best 
and  give  until  it  hurts!” 

Recognizing  that  some  of  these 
deductions  are  required  by  law,  and 
that  some  serve  a  good  purpose,  such 
as  providing  sick  and  health  benefits 
and  promoting  savings  Mr.  Lovett 
definitely  questioned  the  necessity  or 
desirability  of  others  from  manage¬ 
ment’s  point  of  view.  He  urged  that 


Being  in  search  of  a  more  effect- 
tive  compensation  plan  for  its 
sales  people,  Mr.  E.  W.  Dennis, 
Store  Manager  of  Sibley,  Lindsay 
and  Curr  Company,  reported  that 
his  organization  was  considerably 
impressed  by  the  now  quota  bonus 
plan  recently  adopted  by  the  I.asalle 
&  Koch  Company  of  Toledo,  as  de¬ 
scribed  at  the  Mid-Year  Convention 
of  the  Store  Management  Group  in 
Chicago,  June  1936.  Mr.  Dennis  re¬ 
ported  that  an  extensive  study  of 
how  this  plan  could  be  applied  to 
Sibley,  Lindsay  &  Curr  was  made, 
even  to  the  extent  of  visiting  the 


store  managers  check  with  their  pay¬ 
roll  office  to  learn  personally  the 
number  and  character  of  deductions 
which  were  being  made  and  the  pro¬ 
portion  of  these  deductions  to  total 
weekly  earnings.  He  pointed  out  the 
necessity  for  close  and  intelligent 
supervision  between  management 
and  the  payroll  office  or  other  execu¬ 
tive  authorizing  deductions,  to  see 
that  they  are  kept  at  a  basic  mini¬ 
mum. 

While  there  was  little  discussion 
following  Mr.  Lovett’s  comments, 
it  is  significant  to  note  that  many 
of  those  in  attendance  later  advised 
that  the  subject  represented  a  prob¬ 
lem  to  which  they  had  given  little 
consideration,  and  that  Mr.  Lovett’s 
development  of  it  had  started  them 
analyzing  their  own  procedure  and 
experience  in  handling  employee  de¬ 
ductions. 

Additional  factors  involved  are 
whether  or  not  commissions  and 
bonuses  should  be  paid  in  a  sepa¬ 
rate  envelope  from  basic  salary,  or 
should  be  included  with  the  regular 
salary  payment  so  that  the  employee 
may  unconsciously  regard  her  salary 
as  the  combined  total  of  the  two; 
the  question  as  to  whether  signed 
authorizations  for  payroll  deductions 
should  be  obtained  from  the  em¬ 
ployee,  since  in  one  state,  and  ^X)s- 
sibly  in  others,  the  law  prohibits 
any  deduction  from  the  employee’s 
pay  envelope  without  official  approv¬ 
al  and  consent  of  the  employee ;  and 
finally,  should  employees  be  encour¬ 
aged  to  handle  their  own  contribu¬ 
tions  to  charitable,  religious,  and 
social  organizations  outside  of  the 
store,  rather  than  having  manage¬ 
ment  automatically  make  deductions 
from  their  pay  envelopes  for  this 
purpose. 


Lasalle  &  Koch  Company  and  an¬ 
alyzing  the  results  obtained  there. 

After  due  consideration  it  was  de¬ 
cided  by  management  that  the  plan 
should  be  adopted,  and  accordingly 
it  was  explained  to  all  of  the  em¬ 
ployees  of  the  store  at  a  meeting 
called  by  the  store  president.  At 
that  time  it  was  pointed  out  to  em¬ 
ployees  that  any  successful  plan  of 
compensation  must  contain  four  fea¬ 
tures:  first,  it  must  be  a  fair  plan 
to  both  employee  and  management ; 
secondly,  it  must  be  understandable ; 
thirdly,  it  must  be  constant,  apply¬ 
ing  similarly  during  dull  periods  as 


Employees’  Wages  Versus  Deductions 

By  Harold  E.  Lovett,  Store  Manager,  R.  H.  White  Co.  Boston,  Mass. 


Quota  Bonus  Plan  Where  Quota  Is  Set  After  Sales  Period 

By  E.  W.  Dennis,  Store  Manager,  Sibley,  Lindsay  &  Curr  Co. 
Rochester,  N.  Y. 
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partnient  earned  a  bonus  of  $42.50 
under  the  new  plan,  with  several 


well  as  good  periods;  and  lastly,  it  3. 
must  reward  the  best  efforts  and 
most  meritorious  production  of 
those  working  under  the  plan. 

Basic  Details  of  Plan 

This  plan  as  adopted  from  the  4 
Lasalle  &  Koch  procedure*  was  ex¬ 
plained  briefly  by  Mr.  Dennis  as  ^ 
follows.  The  total  net  sales  of  all 
regular  salespeople  in  a  department, 
or  section  of  a  department,  for  a 
particular  operating  period  (in  this 
case  a  month)  are  computed  and 
this  total  of  net  sales  is  divided  by 
the  total  salaries  paid  to  the  regular 
salespeople  for  that  period.  The  fig¬ 
ure  thus  obtained  produces  the  typi¬ 
cal  amount  of  sales  per  dollar  of 
salary.  The  quota  for  the  individual 
salesperson  is  then  obtained  by  mul¬ 
tiplying  this  typical  sales  per  dollar 
of  salary  figure  by  the  total  amount 
of  salary  which  the  individual  re¬ 
ceived  during  that  operating  period. 
This  quota  represents  the  amount 
which  the  individual  salesperson 
should  have  sold  if  her  production 
is  to  be  typical  of  the  experience  of 
the  department  as  a  whole. 

Having  arrived  at  this  individual 
quota,  the  store  determined  that  the 
salesperson  would  be  paid  a  bonus 
or  commission  of  two  per  cent  on 
all  sales  over  and  above  eighty  per 
cent  of  her  typical  quota.  Thus  each 
salesperson  will  be  paid  an  extra 
commission  not  merely  on  sales  in 
excess  of  typical  or  so-called  “aver¬ 
age”  production,  but  will  receive  a 
commission  on  all  sales  over  eighty 
per  cent  of  her  typical  quota.  It  was 
provided,  however,  that  the  com¬ 
mission  earned  by  an  individual 
must  amount  to  at  least  $1.00,  and 
that  no  total  commission  of  less  than 
$1.00  would  be  paid. 

Management  prepared  a  very  brief 
and  clearly-worded  pamphlet  ex¬ 
plaining  this  plan  and  pointing  out 
its  advantages  to  employees,  which 
was  distributed  to  each  member  of 
the  selling  organization. 

Advantages  of  Plan 

Mr.  Dennis  listed  the  advantages 
of  this  plan  as  follows: 

1.  Persons  exceeding  eighty  per 
cent  of  typical  production  are 
eligible  for  and  receive  a  bonus. 

2.  No  arrears  or  deficits  on  quotas 
are  involved. 


*The  Lasalle  &  Koch  plan  was  explained 
in  full  in  the  Store  Management  Con¬ 
vention.  Proceedings,  'June  1936,  copies 
of  which  are  available  to  member  stores 
at  the  membership  price  of  75  cents 
each. 


Employee  need  not  worry  alK)ut 
keeping  record  of  daily  sales  as 
is  usually  necessary  under  the 
ordinary  type  of  quota  bonus 
plan,  where  quotas  are  set  in  ad¬ 
vance  of  the  selling  period. 

Good  producers  are  rewarded 
proportionately  to  their  efforts. 

It  is  to  the  advantage  of  regular 
employees  to  have  as  few  extra 
employees  in  the  department  as 
possible. 

6.  Bonuses  may  be  earned  every 
month — in  bad  periods  as  well 
as  good. 

Special  Problems 
In  working  out  this  plan,  Mr. 
Dennis  pointed  out  that  special  prob¬ 
lems  were  of  course  encountered. 
For  example,  it  was  found  desira¬ 
ble  to  break  down  certain  depart¬ 
ments  having  a  large  number  of 
salespeople  into  sections  so  that 
employees  might  be  classified  or 
grouped  according  to  relative  pro¬ 
duction  and  efficiency.  This  was 
done  in  a  number  of  cases,  such  as 
in  the  basement  apparel  department, 
where  at  first  all  employees  w’ere  in¬ 
cluded  in  one  group,  but  where  later 
it  was  found  desirable  to  divide  the 
department  into  two  sections, 
separating  those  employees  selling 
dresses  from  those  selling  coats  and 
suits. 

Another  interesting  experience 
was  encountered  in  the  grocery  de¬ 
partment,  where  the  salespeople, 
being  enthusiastic  about  the  plan, 
realized  that  they  were  getting  credit 
for  sales  which  came  in  through  the 
telephone  board  and  were  routed  to 
the  selling  department.  Appreciat¬ 
ing  the  aid  which  the  telephone  or¬ 
der  clerks  were  giving  to  them,  the 
salespeople  in  this  department  vol¬ 
untarily  agreed  that  one-half  of  one 
per  cent  of  the  two  per  cent  lx)nus 
earned  be  turned  over  to  the 
telephone  clerks  as  a  bonus  for  their 
part  in  consummating  these  tele¬ 
phone  orders.  This  resulted  in  a  de¬ 
cided  increase  in  efficiency  and  pro¬ 
duction  in  handling  phone  orders. 

Results  Obtained 
The  first  month’s  results  from 
management’s  point  of  view  were 
rather  discouraging.  Salespeople 
seemed  a  little  slow  in  grasping  the 
-idea  and  principles  of  the  plan,  due 
to  the  fact  that  they  had  never  had 
any  form  of  compensation  other 
than  the  straight  salary  plan.  How¬ 
ever,  after  the  first  bonuses  were 
paid  and  publicity  given  to  the  fact 
that  one  salesperson  in  the  coat  de- 


others  drawing  over  $25  bonus, 
there  was  an  immediate  and  decided 
increase  of  interest  and  effort, 

Mr.  Dennis  reported  that  manage¬ 
ment  had  realized  the  following  re¬ 
sults  from  the  plan ; 

1.  An  increased  interest  and  en¬ 
thusiasm  on  the  part  of  selling 
employees  in  the  store  and  in 
their  own  jobs. 

2.  Stabilized  employment  turnover. 

3.  Increased  earnings  for  many  em¬ 
ployees. 

4.  A  definite  increase  in  selling  effi¬ 
ciency. 

5.  Closer  relations  between  man¬ 
agement  and  employees. 

Discussion 

Discussion  of  Mr.  Dennis’  com¬ 
ments  brought  out  the  fact  that  the 
plan  had  served  to  encourage  rather 
than  discourage  inter-department 
selling,  Mr.  Dennis  stating  that  em¬ 
ployees  were  given  credit  for  all 
sales  which  they  made,  whether 
completed  in  their  own  department 
or  some  related  department. 

Interest  was  expressed  in  the  ef¬ 
fect  of  this  bonus  plan  for  selling 
people  on  the  attitude  and  morale 
of  the  non-selling  force  which  did 
not  participate  in  it.  Mr.  Dennis 
stated  that  it  was  management’s  plan 
to  attempt  to  work  out  as  quickly  as 
possible  feasible  bonus  plans  for  dif¬ 
ferent  non-selling  departments. 

Mr.  Preston  Pfeifer  of  Pfeifer 
Brothers,  Little  Rock,  Arkansas, 
asked  for  comments  on  a  new  type 
of  bonus  plan  which  he  was  consid¬ 
ering  for  his  organization.  His  pres¬ 
ent  method  he  descriljed  as  a  quota 
bonus  plan  based  upon  four  periods 
of  thirteen  weeks  each,  in  which 
good  weeks  were  thrown  in  with  l)ad 
weeks.  Under  this  method  Ixjnuses 
are  paid  only  four  times  a  year, 
which  he  pointed  out  is  too  long  a 
period  between  payments,  since  em¬ 
ployees  who  get  Iwnuses  soon  for¬ 
get  about  them,  and  so  do  those 
not  earning  a  bonus.  As  a  substitute 
for  this  method,  he  is  contemplat¬ 
ing  a  quota  bonus  plan  under  which 
quotas  will  be  set  monthly,  leased 
upon  the  selling  cost  experience  of 
the  same  month  the  year  previous, 
and  under  which  also  bonuses 
would  l)e  paid  on  a  monthly  basis. 
Naturally  the  monthly  quotas  for 
the  individual  would  vary,  depend¬ 
ing  upon  the  variation  in  actual  sell¬ 
ing  cost  experience  of  the  depart¬ 
ment  as  a  whole.  The  amount  of 
bonus  to  be  paid  was  determined  to 
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be  one-lialf  of  the  yearly  selling  cost 
percentage  for  the  particular  de- 
jartnient  on  which  the  total  yearly 
quota  of  sales  was  based.  Under 
this  plan  Mr.  Pfeifer  felt  that  those 
employees  who  were  producing  bet¬ 
ter  than  average  would  be  rewarded 
by  increased  comiiensation,  and 
those  employees  producing  less  than 
the  exjK'cted  quota  would  be  sjxit- 
lighted  and  advised  as  to  their  sub¬ 
normal  production.  Under  this  basis 
he  stated  that  if  a  person  continued 
to  sell  below  quota  two  or  three 
jjeriods  running,  management  would 
have  a  basis  of  pointing  this  out  to 
the  employee  and  adjusting  down¬ 
ward  the  drawing  account  which 
the  employee  was  receiving,  in  ord¬ 
er  to  bring  her  drawing  account  in 
line  with  the  budgeted  selling  cost 
of  the  department. 

The  Joseph  Horne  lx)nus  plan, 
based  u|K)n  a  six  months’  quota 


l)eriod  and  the  semi-annual  payment 
of  bonuses,  was  described  by  Mr. 
H.  M.  Phifer,  Store  Manager  of 
that  organization.  Mr.  Phifer  ex¬ 
plained  briefly  the  manner  in  which 
the  quotas  were  set  on  the  six 
months’  period,  predicated  upon  pre¬ 
vious  experience  over  five  years, 
and  the  fact  that  the  plan  attempted 
to  emphasize  the  task  the  employee 
was  expected  to  perform  in  order  to 
earn  her  drawing  account,  natural¬ 
ly  pointing  out  that  the  employee 
who  made  sales  in  excess  of  the 
quota  established,  predicated  upon 
her  drawing  account,  would  receive 
a  lK>nus  on  these  extra  sales. 

Discussion  of  this  plan  and  of 
other  plans  described  emphasized 
the  difficulty  of  selecting  one  best 
method  which  can  be  applied  con¬ 
sistently  throughout  all  clepartments 
in  the  store.  Discussion  again  em¬ 
phasized  that  it  was  not  entirely  the 


method  involved,  but  also  the  man¬ 
ner  in  which  it  was  appled  and  op¬ 
erated  that  accounted  for  the  results 
obtaned. 

Several  people  operating  on  a 
salary  plus  commission  on  all  sales 
testified  in  favor  of  that  plan,  par¬ 
ticularly  on  the  basis  that  it  allowed 
each  and  every  selling  employee  to 
earn  a  commission  and  gave  an  in¬ 
centive  to  all.  Another  type  of  quota 
bonus  was  reported  whereby  fifty 
per  cent  of  the  bonus  was  based  on 
dollar  sales  and  fifty  percent  on  the 
number  of  transactions.  This  plan 
is  of  course  particularly  advan¬ 
tageous  in  those  dei)artments  where 
there  may  be  a  rather  wide  range 
in  the  unit  price  of  merchandise 
sold,  and  whereby  evaluation  of  dol¬ 
lar  sales  alone  does  not  give  a  true 
picture  of  the  individual’s  produc¬ 
tion. 


Customer  Services  that  Boost  Sales 


Handling  Special  and  Out-of -Stock  Orders 

By  J.  D.  Jelenko,  Hochschild  Kohn  &  Co.  Baltimore,  Md. 


Recalling  the  common  ex- 

l)erience  of  being  oversold 
which  happened  to  so  many 
stores  during  the  past  Christmas 
season,  and  with  the  realization  that 
for  the  present  production  is  lag¬ 
ging  retail  orders,  particularly  in  the 
face  of  anticipated  increase  in  sales 
volume  during  the  coming  year,  Mr. 
Jelenko  emphasized  the  imperative 
need  for  giving  Xareful  attention  to 
special  and  out-of-stock  orders.  He 
pointed  out  that  those  stores  which 
do  an  outstanding  job  in  handling 
this  problem  will  of  necessity  at¬ 
tract  and  build  new  customers,  while 
those  which  are  negligent  in  han¬ 
dling  the  matter  not  only  will  prob¬ 
ably  fail  to  make  proportionate 
gains,  but  in  all  probability  will  lose 
some  regular  customers  during  the 
coming  year. 

He  outlined  his  previous  method 
of  controlling  this  problem  as  being 
concentrated  in  the  hands  of  floor 
managers,  who  were  responsible  for 
supervising  this  work.  However, 
during  the  past  few  months  the 
duties  of  these  floor  managers  have 
increased  to  such  an  extent  that  it 
is  no  longer  possible  for  them  to 
handle  this  problem  unaided  and 
still  maintain  the  standard  of  effi¬ 
ciency  established  by  management. 
In  considering  how  to  meet  this 
problem  attention  was  first  given  to 


the  idea  of  relieving  floor  managers 
entirely  of  any  responsibility  for 
this  work  and  creating  a  new  depart¬ 
ment  so  that  supervision  could  be 
entirely  centralized.  It  was  finally 
decided,  however,  to  have  the  floor 
managers  continue  their  supervision 
of  the  work,  but  to  supplement  their 
efforts  hy  employing  another  person 
to  act  as  coordinator.  Having  de¬ 
termined  upon  this,  detailed  pro¬ 
cedure  was  established  as  follows. 

The  floor  managers  assemble  the 
saleschecks  for  unfilled  orders  and 
before  placing  thern  in  a  special  file, 
the  department  manager  is  consult¬ 
ed.  He  informs  the  floor  mana¬ 
ger  when  delivery  should  be  made, 
and  a  conspicuous  notation  is  made 
on  the  checks  as  to  the  date  of  de¬ 
livery  before  the  checks  are  sent  to 
tlie  Promise  Department. 

The  young  lady  in  charge  of  the 
Promise  Department  writes  the  de¬ 
livery  date  on  another  portion  of 
the  salescheck  which  indicates  that 
the  customer  has  been  advised  of 
the  delay  by  an  out-of-stock  post 
card.  The  saleschecks  are  returned 
to  the  department  and  held  in  spe¬ 
cial  files  until  the  merchandise  is 
received.  If  the  merchandise  is  not 
received  in  time  to  make  delivery  on 
the  date  promised,  the  floor  mana¬ 
ger  removes  the  saleschecks  from 
the  special  file  one  day  in  advance 


of  the  date  promised,  and  a  second 
card  is  written ;  also  a  second  nota¬ 
tion  is  made  on  the  checks  to  indi¬ 
cate  what  has  been  done.  In  other 
words,  if  the  order  cannot  be  de¬ 
livered  on  the  date  specified,  the 
customer  receives  a  notification  on 
the  morning  of  the  promised  date, 
thus  explaining  why  delivery  can¬ 
not  be  made. 

In  addition  to  sending  the  second 
card,  Mr.  Jelenko  reported  that  the 
buyer  is  asked  to  explain  why  the 
merchandise  has  not  been  received. 
If  he  does  not  give  a  satisfactory 
explanation,  the  merchandise  mana¬ 
ger  is  consulted  and  urged  to  bring 
extra  pressure  on  the  manufacturer. 
A  check  is  made  on  the  files  of  the 
correspondence  department  to  ascer¬ 
tain  tile  date  the  buyer  has  com¬ 
municated  with  the  manufacturer 
concerning  unfilled  orders. 

During  a  sale  when  the  demand 
is  greater  than  expectations,  and  the 
stock  is  exhausted  early  on  the  first 
day  of  the  sale  before  the  stock  man 
has  had  an  opportunity  to  notify  the 
selling  department  to  advise  the  cus¬ 
tomers,  at  the  time  of  purchase,  that 
it  will  require  a  few  days  to  fill  the 
order,  post  cards  are  sent  to  the 
customers  at  store  closing  the  same 
day  to  let  them  know  there  will  be 
a  slight  delay. 

When  an  order  is  received  for 
special  merchandise  not  in  regular 
stock,  the  department  issues  a  spe¬ 
cial  order  blank  in  triplicate.  The 
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upper  portion  of  the  original,  which 
is  perforated,  includes  space  for  the 
customer’s  name  and  address,  and 
is  sent  to  the  Promise  Department 
to  be  filed  under  the  date  promised. 
The  lower  part  of  the  original  check 
is  mailed  to  the  manufacturer,  while 
the  duplicate  and  triplicate  checks 
are  held  in  the  selling  department 
until  the  merchandise  is  received. 
The  duplicate  copy  is  sent  to  the 
Promise  Department  as  a  release 
for  the  special  order  and  the  tissue 
copy  is  retained  by  the  Department 
as  a  permanent  record. 

If  the  merchandise  is  not  received 
on  the  promised  date,  the  Promise 
Department  sends  the  selling  depart¬ 
ment  an  extra  information  slip  in¬ 
cluding  name  and  order  number  and 
the  reason  for  non-delivery,  and 
then  sends  a  card  to  the  customer 
notifying  her  of  the  delay.  If  this 
action  is  repeated  a  second  time,  a 
letter  is  automatically  written  to  the 
manufacturer  by  the  Promise  De¬ 
partment  requesting  immediate  at¬ 
tention. 

The  person  in  charge  of  the 
Promise  Department,  Mr.  Jelenko 
pointed  out,  should  be  carefully 
selected  and  impressed  with  the  im¬ 
portance  of  being  accurate  and  us¬ 
ing  imagination  as  well  as  common 
sense.  For  instance,  if  Aspirin  is 
out  of  stock,  the  customer  surely 
should  not  be  expected  to  endure  a 
headache  for  an  indefinite  period 
when  this  item  could  be  supplied 
easily  through  local  retail  sources. 
Many  other  apparently  unimportant 
items  could  be  secured  in  a  like 
manner. 

As  a  result  of  this  system,  man¬ 
agement  has  a  thorough  and  accur¬ 
ate  knowledge  of  the  type  of  ser¬ 
vice  customers  are  receiving  con¬ 
cerning  special  orders  and  out-of¬ 
stock  merchandise. 

Discussion 

Question  was  raised  as  to  wheth¬ 
er  a  store  should  continue  to  write 
regular  sales  checks  after  it  is 
known  to  be  oversold,  or  whether 
orders  for  such  oversold  merchan¬ 
dise  should  be  written  on  a  special 
form.  Ordinarily  if  regular  sales- 
checks  are  written,  the  customer  may 
be  charged  for  that  merchandise  be¬ 
fore  it  is  actually  received,  thus 
causing  a  complaint.  One  store  re¬ 
ported  that  they  used  the  regular 
check  in  such  instances  and  tried 
to  clear  up  the  out-of-stock  orders 
before  payment  by  the  customer  was 
due. 

Another  store  reported  that  upon 
learning  that  the  merchandise  was 
out  of  stock,  they  wrote  a  so-called 


“promise  order”,  resembling  in  gen¬ 
eral  form  the  regular  sales  check. 
The  only  time  a  regular  check  is 
written  is  when  management  has 
definite  information  that  the  mer¬ 
chandise  is  en  route  to  the  store, 
otherwise  a  special  order  is  made 
out.  If  checks  are  written  before  it 
is  known  that  the  merchandise  is 
out  of  stock,  these  checks  are  void¬ 
ed  as  soon  as  possible  and  promise 
order  checks  made  out  to  replace 
them. 

Controversy  arose  as  to  what  pro¬ 
cedure  to  follow  when  it  was  known 
that  merchandise  was  oversold. 
Some  stores  reported  that  they  did 


not  permit  buyers  to  take  orders  for 
merchandise  which  they  knew  to  be 
oversold.  Other  stores  reported  that 
they  believed  it  profitable  to  con¬ 
tinue  to  take  orders  on  merchandise 
after  the  stock  had  been  exhausted, 
provided  the  merchandise  could  be 
reordered  and  received  within  three 
or  four  days,  in  which  case  the  cus¬ 
tomer  was  notified  by  a  card  that 
the  merchandise  was  out  of  stock, 
but  would  be  delivered  shortly.  Ap¬ 
parently  it  is  a  question  of  the  im¬ 
portance  of  the  “broken  promise” 
against  the  philosophy  that  “a  bird 
in  the  hand  is  worth  two  in  the 
Imsh.” 


More  Business  from  the  Telephone 

By  Frank  T.  McCormick,  Jr.,  Kaufniann  Department  Stores,  Inc. 
Pittsburgh,  Pa. 


Taking  the  bit  in  his  teeth,  Mr. 

McCormick  in  developing  the 
subject  laid  the  bugaboo  of  exces¬ 
sive  expense  and  dangerous  service 
hazards  with  which  many  store  ex¬ 
ecutives  characterize  the  promotion 
of  telephone  order  business.  He 
definitely  advocated  a  centralized 
order  Ixiard  versus  decentralized 
order-taking  by  department  sales¬ 
people,  because  of  the  advantages 
of  closer  supervision,  more  expert 
handling  of  customer,  and  greater 
opportunities  for  intensive  promo¬ 
tion. 

Admitting  that  the  telephone  ord¬ 
er  department  in  his  own  store  had 
been  a  “hit  or  miss”  proposition  in 
the  past,  and  most  of  the  time  “no¬ 
body’s  baby,”  he  stated  that  his  store 
had  decided  to  definitely  go  after 
the  telephone  business  in  an  aggres¬ 
sive  manner,  and  had  undertaken  a 
thorough  investigation  of  its  possi¬ 
bilities,  aided  by  the  experience  and 
help  of  the  local  telephone  company. 
The  results  obtained  from  this  in¬ 
vestigation  and  revision  of  previous 
procedure  definitely  indicated  that : 

1.  Handling  costs  are  not  excessive, 
but  that  the  savings  from  re¬ 
duced  selling  costs  offset  addi¬ 
tional  delivery  and  telephone  ex¬ 
pense  ; 

2.  Returns  on  phone  sales  are  low¬ 
er  than  on  department  sales; 

3.  Customers  not  only  buy  bargain 
items,  but  also  higher  priced 
merchandise ; 

4.  The  phone  sales  check  is  higher 
than  the  average  department 
sales  check; 

5.  There  is  really  no  serious  con¬ 
flict  between  phone  and  counter 
business ; 


6.  In  many  cases  phone  business 
represents  additional  business 
which  otherwise  would  not  be 
obtained ; 

7.  Telephone  business  efficiently 
conducted  is  profitable  business. 

Selection 

The  first  essential  in  intelligent 
telephone  promotion  is,  of  course, 
proper  selection  of  personnel. 
Through  careful  study,  interesting 
standards  of  selection  were  devel¬ 
oped.  These  are  summarized  in  part 
as  follows. 

A  high  school  education  proves 
to  be  most  satisfactory  background 
and  avoids  overloading  store  with 
college  graduates.  Most  appropriate 
starting  age  is  usually  between 
seventeen  and  nineteen.  Physical 
energy  and  endurance  are  essential 
liecause  of  character  of  work.  Con¬ 
genial  and  pleasant  personality 
translated  into  voice  personality  is 
a  basic  requirement,  as  is  gootl 
handwriting  and  accuracy.  Previ¬ 
ous  telephone  experience  is  desir¬ 
able  but  of  little  value  unless  ac¬ 
companied  by  above-mentioned  at¬ 
tributes.  Some  types  of  phone  ex¬ 
perience,  such  as  want-ad  training, 
are  even  undesirable.  Selling  ex¬ 
perience  is  important,  particularly 
when  obtained  in  the  store  itself. 

Training 

The  next  essential  is  a  good  train¬ 
ing  program.  Mr.  McCormick  re¬ 
ports  that  for  this  particular  type 
of  work,  out-of -department  training 
is  especially  desirable.  Over-all  ini¬ 
tial  training  covers  a  period  of  six 
days,  and  while  it  may  seem  unnec¬ 
essarily  long,  experience  in  this  case 
proves  that  it  yields  very  definite 
sales  increase.  The  major  responsi- 
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bility  for  inducting  the  employee 
and  her  initial  training  should  and 
does  rest  with  the  department  man¬ 
ager.  .  .  . 

Specifically,  this  initial  training 
consists  of  a  very  thorough  explana¬ 
tion  of  the  organization,  traditions 
and  policies  of  the  store  and  a  com¬ 
plete  picture  as  to  how  the  telephone 
department  fits  into  the  institution 
as  a  whole,  a  carefully  explained 
analysis  of  the  new  jierson’s  jxisi- 
tion  as  a  telephone  salesperson,  an 
explanation  of  the  equipment  which 
that  person  will  use,  and  then  a 
general  tour  of  the  store  for  pur¬ 
poses  of  orientation.  Gradually, 
through  the  week,  each  transaction 
which  the  new  jierson  may  be  con¬ 
fronted  with  is  brought  up  for  dis¬ 
cussion  and  she  is  drilled  in  han¬ 
dling  it.  Sandwiched  in  between 
these  drills  are  jieriods  of  observa¬ 
tion,  listening-in  at  the  hoard,  and 
practice  handling  of  calls  under  close 
sui)ervision.  The  establishment  of 
general  routine  is  followed  by  ele¬ 
ments  of  merchandise  instruction 
and  fundamentals  of  telephone  sell¬ 
ing,  and  the  new  j^erson  then  goes 
on  the  job  under  the  close  supervi¬ 
sion  of  one  of  the  assistant  mana¬ 
gers  of  the  department,  who  spon¬ 
sors,  coaches  and  advises  her  for 
a  number  of  weeks. 

A  significant  feature  of  the  train¬ 
ing  program  is  that  telephone  sales¬ 
people  are  required  to  do  a  certain 
amount  of  actual  selling  over  the 
counter,  which  is  accomplished  by 
staggering  and  rotating  the  employ¬ 
ees,  and  which  develops  greater 
familiarity  with  a  large  percentage 
•of  the  merchandise  ordered  over 
the  phone.  This  is  siqiplemented  by 
after-store-closing  training  held  in 
the  training  department  class  room. 
Experience  has  shown.  Mr.  Mc¬ 
Cormick  stated,  that  through  such 
sound  training  and  intelligent  mer¬ 
chandising  of  telephone  sales,  the 
unit  sale  can  be  increased,  more 
units  of  the  same  merchandise  sold, 
and  related,  substitute,  and  even 
special  order  merchandise  promoted. 

Working  Conditions 

Proper  working  conditions  are  of 
course  essential  for  efficient  and 
profitable  production.  As  part  of 
the  store’s  personnel  policies,  Mr. 
McCormick  stressed  the  following 
details  of  their  working  schedule 
for  this  department.  Employee  daily 
schedules  are  set  in  advance  and 
conscientiously  followed.  Maximum 
daily  work  day  is  eight  hours,  and 
the  minimum  five  hours,  wdth  six 
and  a  half  hours  appearing  to  be 
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the  most  favorable  for  best  efficiency 
and  production.  Work  week  does 
not  exceed  forty  hours.  Handicaps 
of  rigidity  of  schedule  are  offset 
by  training  of  reserve  operators 
from  floor  selling  departments  and 
from  the  flying  squadron  group 
maintained. 

As  to  wages,  the  prevailing  rate 
for  this  type  of  work  is  paid,  and 
in  many  cases  better  than  the  pre¬ 
vailing  rate,  resulting  in  reduced 
turnover.  The  position  is  regarded 
as  a  promotional  opportunity  for 
salespeople  from  the  floor,  and  pays 
a  higher  salary  than  the  level  of 
floor  salespeople.  Employees  are  re¬ 
viewed  semi-annually  and  promo¬ 
tional  lines  in  the  department  have 
been  established.  This  compensa¬ 
tion  is  supplemented  by  prizes  for 
increased  or  outstanding  volume. 
Overtime  work  when  necessary  is 
l)aid  for  at  the  rate  of  time  and  one- 
third.  A  promotion-from-within 
policy  is  adhered  to,  particularly  in 
selecting  department  supervisors. 

As  to  actual  physical  conditions, 
adequate  space  is  provided,  the  room 
is  sound-proofed  '  and  air-conditi- 
tioned,  and  the  lighting  is  constant¬ 
ly  checked.  Proper  jxjsture  chairs, 
drinking  fountains,  recreation  room, 
etc.,  add  to  the  comfort  and  welfare 
of  the  employees. 

Supervision 

Proper  supervision  is  such  an  ob¬ 
vious  essential  that  it  is  frequently 
taken  for  granted  and  inadetpiately 
maintained.  Mr.  McCormick  re¬ 
ports  that  this  department  manager 
must  have  outstanding  executive 
qualifications  and  assume  complete 
responsibility  for  forwarding  the 
telephone  program.  He  must  be  not 
only  foreman,  service  manager,  and 
chief  operator,  but  must  definitely 
have  merchandising  ability  and  per¬ 
sonnel  leadership.  He  should  have 
the  authority  to  select  or  to  refuse 
a  sale  of  merchandise  items  pre- 
-sented  by  the  merchandise  division 
for  phone  promotion,  and  have  the 
ability  to  sell  the  department  to 
other  executives.  Finally,  he  must 


be  able  to  measure  accurately  the 
etficiency  and  value  of  the  depart¬ 
ment,  the  quality  of  its  service,  vol¬ 
ume  trends,  and  relate  them  back 
to  supervision  and  training. 

In  conclusion,  Mr.  McCormick  re- 
jK)rted  that  by  following  this  pro¬ 
gram,  his  store  has  established  tele- 
l)hone  selling  on  a  sound,  practical, 
and  iirofitable  basis. 

Discussion 

Discussion  following  the  talk,  in¬ 
cluding  the  comments  made  by  Mr. 
F.  S.  Gay,  an  official  of  the  Ameri¬ 
can  Telephone  &  Telegraph  Com¬ 
pany,  who  has  been  active  in  con¬ 
ducting  studies  in  department  stores, 
brought  out  the  following  point. 
The  experience  of  the  average  store 
doing  an  active  telephone  business 
shows  that  about  ninety  per  cent 
of  the  phone  business  is  done  in 
approximately  twenty  to  thirty  de¬ 
partments. 

In  promoting  more  telephone 
sales,  stores  will  find  it  profitable  to 
establish  several  major  types  of  cus¬ 
tomer  orders,  such  as  women’s  wear, 
men’s  wear,  and  children’s  wear, 
and  then  build  up  a  list  of  specific 
merchandise  items  suitable  as  re¬ 
lated  suggestion  sales  which  can  be 
offered  to  phone  customers.  By  ex- 
])erimenting  and  studying  price  re¬ 
action,  stores  can  determine  the 
highest  price  line  at  which  a  particu¬ 
lar  item  of  merchandise  can  be  pro¬ 
moted  over  the  phone  to  provide 
the  greatest  amount  of  increase  in 
the  average  sale  without  minimiz¬ 
ing  total  sales  volume  obtained. 

One  effective  way  of  overcoming 
the  indifference  and  antagonism  of 
buyers  and  assistant  buyers  is  to 
conduct  them  personally  through 
the  telephone  order  board  so  that 
they  can  see  how  it  works,  and  let 
them  listen  in  on  some  of  the  in¬ 
coming  orders  and  appreciate  the 
manner  in  which  the  business  is 
handled.  Otherwise,  many  such  buy¬ 
ers  and  assistants  probably  will  con¬ 
tinue  to  be  in  ignorance  as  to  where 
the  telephone  order  board  is  located 
and  how  it  works. 


Improved  Service  Through  Better  Selling  Supervision 

By  Walter  cle  Banke,  Lord  &  Taylor,  New  York 


pOIXTING  out  that  there  is  no 
-T  new  magic  involved  in  render¬ 
ing  good  service  to  customers,  Mr. 
de  Banke  stated  that  the  answer 
basically  w’as  to  be  found  in  work¬ 
ing  at  the  job  constantly,  in  order 
that  a  store  might  render  not  just 
“good  service’’  like  its  competitor, 
but  might  offer  that  kind  of  service 


to  make  it  stand  out  for  its  own  in¬ 
dividuality  of  treatment  of  custom¬ 
ers. 

The  first  essential,  he  stated,  is 
of  course  that  the  employment  office 
l)e  unhampered  and  adequately 
equipped  to  supply  good  salespeople 
and  the  best  section  managers  the 
budget  will  allow.  He  stated  that  the 
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section  manager,  in  his  opinion,  is 
the  key  to  the  problem,  and  if  suc¬ 
cessful  supervision  is  to  t)e  main¬ 
tained,  good  section  managers  must 
l)e  selected,  paid  a  decent  wage, 
thoroughly  trained  from  ten  days  to 
two  weeks  on  their  joh,  and  fol¬ 
lowed  up  with  the  necessary  coop¬ 
eration  and  help  so  that  they  quick¬ 
ly  obtain  the  res])ect  of  the  mer¬ 
chandise  representatives  in  their  de- 
l)artments  who  will  accept  the  sec¬ 
tion  managers  as  their  partners  in 
carrying  on  the  department’s  work. 
Some  of  the  high-lights  of  Mr.  de 
Banke’s  paper  follow. 

Section  Manager  Key  to  Problem 

Do  not  he  niggardly  in  your 
salaries  to  section  managers.  /\ 
poor  section  manager  will  never 
secure  even  from  a  good  sales  force 
their  full  possibilities. 

Do  not  he  stingy  in  the  amount  of 
time  alloted  for  training.  Never  al¬ 
low  new  merchandise  to  enter  the 
dej^artment  without  each  salesper¬ 
son  knowing  all  the  facts  about  it. 
Never  fail  to  hold  a  department 
meeting  fc»r  all  advertised  merchan¬ 
dise  and  exidain  why  it  is  being  ad¬ 
vertised. 

Better  service  through  unhamp¬ 
ered  service  supervision  can  very 
easily  be  obtained  in  that  very  im- 
]K)rtant  matter  of  floor  adjustments. 
The  section  manager  should  have 
full  authority  to  rei)resent  the  com¬ 
pany  in  this  important  function, 
since  wise  management  knows  from 
experience  that  merchandise  execu¬ 
tives  are  very  apt  to  be  biased  in 
their  opinions  on  adjustments.  Ad¬ 
justments  involving  large  purchases 
or  expenditures  of  time  should  be 
referred  to  the  adjustment  bureau 
for  decision.  Section  managers 
should  avoid  giving  adjustment  ser¬ 
vice  whenever  by  so  doing  they  are 
seriously  neglecting  selling  service 
to  other  customers  in  their  depart¬ 
ment. 


Review  often  the  job  analysis  of 
the  section  manager  with  the  idea 
of  reducing  his  clerical  duties  so 
that  more  time  may  be  spent  in  de¬ 
veloping  and  supervising  service. 

Consult  the  section  manager  about 
the  number  and  kind  of  peojile  that 
.should  be  in  his  department,  and 
about  plans  for  selling  e.xpense.  Par¬ 
ticularly  consider  carefully  his  opin¬ 
ions  at  the  personnel  reviews.  In 
our  -Store  the  section  manager  gives 
the  first  rating  at  these  reviews,  so 
that  his  judgment  will  not  be  in¬ 
fluenced  by  other  opinions  and  espe¬ 
cially  that  of  the  buyer,  who  too 
f)ften  is  itilluenced  by  net  sales. 

Shopjiing  rei>orts  on  employees  if 
carefully  handled  by  the  interview¬ 
er.  can  b?  of  considerable  help  in 
raising  the  standard  of  service.  In 
our  own  store  service  shop|)ing  re¬ 
ports  come  to  the  desk  of  the  floor 
service  manager  for  action.  It  is 
recommended  that  the  sale-si^erson 
lie  interviewed  privately  and  the  re- 
l)ort  presented  as  though  it  were  a 
customer  criticism,  since  if  the  sales¬ 
person  is  informed  that  it  is  a  poor 
shopping  report,  the  reaction  is  also 
apt  to  be  poor  and  the  value  of  cor¬ 
rection  decidedly  reduced. 

Flying  Squads 

Another  service  that  has  helped 
maintain  selling  standards  is  our 
u.se  of  floor  flying  squads.  These 
squads  are  confined  to  their  individ¬ 
ual  floors  and  the  members  selected 
for  their  ada])tability  as  well  as  their 
selling  ex])erience.  They  are  used 
to  replace  absentees  and  supplement 
small  promotions.  Because  of  their 
experience  they  are  a  distinct  asset 
as  against  the  wide  practice  of  us¬ 
ing  house  contingents  who  are  not 
as  valuable,  as  they  usually  lack 
specific  knowledge,  not  to  mention 
adaptability.  .Another  advantage  of 
tbe  squad  is  that  it  permits  small 
selling  departments  to  be  operated 


with  fewer  employees  and  less  ex¬ 
pense,  yet  always  having  available 
the  flexibility  of  the  floor  squad. 

Discussion 

Much  t)f  the  discussion  which 
followed  centered  around  the  “Fly¬ 
ing  Squad”  mentioned  hy  Mr.  de 
Banke.  This  further  explanation  of 
this  group  brought  out  the  follow¬ 
ing.  The  flying  scpiadron  is  a  ])er- 
manent  group  made  up  of  both  regu¬ 
lar  employees  and  part  time  em¬ 
ployees.  all  of  whom  have  outstand¬ 
ing  ability  as  sales|x?ople  and  have 
been  thoroughly  trained  in  working 
in  a  number  of  departments.  I'lieir 
extra  selling  ability  and  familiarity 
with  the  merchandise  make  them 
much  more  valuable  than  contin¬ 
gents  in  replacing  absent  employees 
or  in  supi)lementing  the  selling  force 
during  iiromotional  periods. 

Their  outstanding  fiualifications 
are  adai)tability  plus  good  selling. 
They  are  usually  paid  more  than  the 
regular  employee  as.signed  to  one  de- 
jiartment.  They  arc  allowed  to  go 
from  one  department  to  another  as 
they  consider  the  need  demands,  un¬ 
less  they  have  been  definitely  told 
to  stay  in  one  dejiartment. 

Necessarily  the  actual  percentages 
of  selling  cost  for  the  memhers  of 
the  flying  squad  arc  higher  than  for 
regular  salesiteople.  due  to  the  fact 
that  they  are  required  to  serve  in  a 
great  variety  of  departments — good 
and  bad.  such  as  notions,  ribbon  de- 
l)artment.  etc. — but  the  value  to  the 
store  definitely  offsets  the  theoreti¬ 
cal  high  selling  cost. 

Mr.  de  Banke  stated  that  the  total 
personnel  of  the  flying  squad  in  his 
store  was  about  si.xty,  or  approxi¬ 
mately  eight  per  cent  of  the  entire 
selling  organization.  This  has  been 
found  sufficient  to  take  care  of  most 
of  the  absentees  and  the  small  pro¬ 
motions  that  occur  in  different  de¬ 
partments. 


Restaurant  Management  Problems 


The  round-table  discussion  of 
problems  of  operating  store 
restaurants,  tea  rooms,  lunch¬ 
eonettes,  soda  fountains,  and  other 
food  departments,  scheduled  for  a 
morning  session  during  the  Conven¬ 
tion,  proved  of  such  interest  to  those 
present  that  the  meeting  reconvened 
in  the  afternoon  for  further  attack 
on  restaurant  problems. 

The  meeting  discussed  in  detail 
not  only  topics  listed  for  considera¬ 
tion,  which  included ; 


1.  Increase  in  food  prices  and  ef¬ 
fect  on  cost  percentages. 

2.  Efforts  to  increase  average  sale. 

3.  Trend  in  table  service — full 
service  versus  less  formal  set-up. 

4.  Speeding  up  bus  service  to  in¬ 
crease  turnover. 

5.  Promoting  outside  catering. 

6.  Trend  in  tea  service  and  party 
business. 

7.  Luncheon  menus  that  bring 
most  profitable  business,  but  consid¬ 


ered  in  addition  many  other  phases 
of  restaurant  operation  in  depart¬ 
ment  stores.  Because  of  the  techni¬ 
cal  nature  of  the  problems  discussed, 
and  the  many  demands  for  a  com- 
jilete  report  on  this  session,  it  is 
probable  that  a  summary  will  be 
issued  covering  the  major  points 
brought  out  at  the  meeting.  If  so, 
discussion  will  be  summarized  in 
considerable  detail  in  the  report  on 
this  session,  but  some  of  the  high¬ 
lights  are  given  below. 


r- 


102 


The  Bulletin  of  the  National  Retail  Dry  Goods  Association 


February,  1937 


Store  Management 


liicn'ases  in  Food  Costs 

Ways  and  Means  of  meeting  in¬ 
creased  food  costs  were  discussed, 
and  it  was  found  that  the  majority 
of  the  restaurant  managers  present 
had  already  raised  menu  jwices  to 
meet  this  situation,  d'he  opinion  was 
c.\pressed  by  some  members  that  the 
trend  toward  higher  food  costs  could 
best  Ik-  met  by  a  gradual  increase 
in  menu  prices,  to  minimize  as  much 
as  jKJSsihle  unfavorable  customer  re¬ 
action  to  any  sudden  juni])  in  menu 
jjHces  which  might  otherwise  he 
necessary.  Discussion  stressed  also 
the  importance,  in  the  face  of  rising 
ff)od  costs,  of  adhering  more  closely 
than  ever  to  the  policy  of  watching 
the  food  markets  carefully  to  take 
advantage  of  any  fall  in  jwice  on 
basic  commodities. 

Uniform  (Mst  Methods  Needed 

Discussion  of  actual  food  costs  in 
an  effcjrt  to  comiiare  experience  em¬ 
phasized  the  wide  variance  in  store 
accounting  practice  in  relation  to  o]> 
erating  costs  of  food  dejiartments. 
.Vfter  a  lengthy  discussion  of  the 
factors  comprising  o|Krating  cost 
figures  ill  individual  stores,  it  was 
recommended  that  the  Restaurant 
Committee  of  the  Store  Manage¬ 
ment  Group  might  undertake  a  study 
of  restaurant  operation  accounting 
procedure  to  see  whether  a  standard 
formula  for  the  computation  of  di¬ 
rect  ojKrating  costs  could  not  be 
worked  out,  permitting  individual 
o|Krators  to  make  a  more  accurate 
comparison  of  such  figures. 

Increasing  the  Average  Sale 

Several  stores  reported  that  they 
had  achieved  an  increase  in  the  aver¬ 
age  sale  by  adding  to  the  menu  high¬ 
er-priced  luncheons  and  making 
them  much  more  attractive  to  cus¬ 
tomers  than  the  lower-jiriced  lunch¬ 
eons.  One  store  which  formerly  had 
two  sixty-five  cent  luncheons  had 
dropiKd  a  course  from  one  of  these 
luncheons,  stepped  the  other  u])  to 
seventy-five  cents,  and  changed  the 
price  of  the  regular  seventy-five  cent 
luncheon  to  eighty-five  cents,  with 
an  increase  in  value.  This  resulted 
in  a  larger  sale  of  the  eighty-five 
cent  luncheons  as  against  the  sixty- 
five-cent  meals,  with  a  corres])ond- 
ing  rise  in  the  average  sale. 

A  compromise  menu  as  a  means 
of  raising  the  average  check  had 
been  tried  out  successfully  in  restau¬ 
rants  in  a  group  of  stores.  The  menu 
consists  entirely  of  a  la  carte  dishes, 
but  with  any  entree,  salad  or  sand¬ 
wich.  the  customer  is  allow-ed  to 
select  dessert  and  leverage  at  a 
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nominal  cost — usually  fifteen  cents. 
Customer  reaction  has  been  very  fa¬ 
vorable  to  this  tyjK  of  menu,  and  in 
addition,  f(KKl  costs  have  drop|K*d, 
it  was  stated,  in  practically  every 
case  where  this  type  of  menu  has 
been  used.  Questioning  brought  out 
the  fact  that  the  comi)romise  menu 
had  iKen  used  in  a  number  of  dif¬ 
ferent  cities  and  had  been  substi¬ 
tuted  for  set  luncheons  ranging  in 
twice  from  thirty-five  to  eighty-five 
cents,  with  successful  results  in 
every  case. 

In  discussing  methods  of  increas¬ 
ing  mid-afternoon  and  late-after- 
noon  business,  the  use  of  special 
afternoon  tea  combinations  and  of 
Cinema  Suppers  for  early  movie¬ 
goers  was  reported  to  have  Ikcu 
successful. 

Employee  Relations 

Much  consideration  was  given  to 
the  rptestion  of  employee  relations 
of  the  restaurant  and  kitchen  em¬ 
ployees.  This  included  analysis  of 
working  conditions,  personnel  poli¬ 
cies,  and  compensation.  It  was 
pointed  out  that  'the  problem  of 
meeting  demands  for  salary  in¬ 
creases  and  making  equitable  salary 
adjustments  is  just  as  important  and 
as  frequently  encountered  in  restau¬ 
rant  o^ieration  as  in  other  sections 
of  the  store. 

Particular  attention  was  given  to 
the  que.stion  of  tips  and  whether 
or  not  they  should  he  discontinued 
and  full  salary  paid  by  the  manage¬ 
ment.  or  wliether  the  cu.stomer 
should  he  charged  a  certain  per¬ 
centage  of  her  check  to  cover  gratui¬ 
ties.  While  the  various  factors 
involved  in  this  problem  were 
thoroughly  di.scussed,  the  meeting 
did  not  attempt  to  arrive  at  a  rec¬ 
ommendation  of  the  one  best  pro¬ 
cedure  to  follow. 

Similarly,  consideration  was  given 
as  to  whether  or  not  meals  should 
be  furnished  to  employees  as  part 
of  their  comi^ensation,  or  whether 
the  store  should  pay  the  employees 
more  money  and  let  them  jmrehase 
their  own  meals.  .Again,  no  definite 
recommendation  was  attempted. 

It  was  recognized  and  agreed  that 
in  too  many  stores  the  food  de])art- 
ments  have  heretofore  been  regard¬ 
ed  as  separate  and  apart  from  the 
rest  of  the  store.  Management  has 
failed  to  realize  that  these  depart¬ 
ments.  and  particularly  the  employ¬ 
ees  in  them,  are  just  as  direct  units 
in  the  operation  of  a  store  as  any 
of  the  other  major  departments. 
This,  in  the  opinion  of  those  present, 
is  a  definite  mistake,  and  it  was 
agreed  that  the  prevailing  personnel 


policies  and  employment  technique 
now  applied  to  these  departments 
must  he  changed  if  stores  are  to 
avoid  labor  controversies  in  the  face 
of  jwesent  employee  unrest. 

In  the  employment  process  seri¬ 
ous  consideration  should  he  given 
to  selecting  those  people  who.  start¬ 
ing  in  as  apprentices  in  the  capacity 
of  dish-washers,  bus  hoys,  etc.,  can 
he  trained  and  pronK)ted  to  semi- 
iwofessional  jobs.  Similarly,  more 
attention  must  he  given  to  the  pro¬ 
motional  ix)ssihilities  possessed  by 
the  dining  room  personnel  and  the 
extent  to  which  they  can  he  trans¬ 
ferred  to  selling  and  other  non-sell¬ 
ing  jK)sitions  which  offer  longer  em- 
l)loyment  and  increased  earnings. 
Management’s  failure  to  recognize 
this  obligation  and  ability  has  been 
exjilained  and  excused  too  fref|uent- 
ly  under  the  guise  that  the  employees 
only  want  to  work  part  time  and 
are  interested  only  in  employment  to 
earn  pin-money  and  not  to  contri¬ 
bute  towards  the  support  and  in¬ 
come  of  their  families. 

(^ne  store  which  has  recognized 
this  resjxtnsihility  and  given  the 
l)rohlem  serious  consideration,  has 
made  substantial  iirogress  along  this 
line.  They  have  found  it  possible  to 
train  and  use  some  of  their  restau¬ 
rant  employees  in  peak  pericnls  in 
the  afternoon  in  other  departments, 
thereby  sujjplying  additional  em- 
])loyment  and  earnings  to  the  indi¬ 
viduals  without  conflicting  with  their 
regular  re.staurant  activities. 

As  a  specific  example,  all  of  the 
part-time  bus  hoys  in  the  restaurant 
liave  been  trained  and  given  addi¬ 
tional  employment  in  the  packing 
department.  Three  or  four  of  them 
have  advanced  to  regular  stock  posi¬ 
tions  in  the  store,  and  have  promise 
of  going  higher.  A  number  of  wait¬ 
resses  have  been  transferred  per¬ 
manently  to  selling  departments  and 
are  doing  an  excellent  job.  These 
promotional  efforts  have  directly  in¬ 
creased  the  morale  and  contentment 
of  the  restaurant  employees,  and 
definitely  have  stabilized  lal)or  turn¬ 
over.  Other  stores  might  well  fol¬ 
low  this  procedure. 

Promoting  Extra  Business 

Considerable  attention  was  given  to 
means  of  promoting  sj)ecial  business, 
such  as  children’s  parties,  bridge 
l)arties,  club  luncheons,  afternoon 
teas.  etc. — all  of  which  have  Ijeen 
used  advantageously  by  individual 
stores.  Other  means  mentionerl  of 
securing  additional  business  includ¬ 
ed  wedding  breakfasts,  style  shows, 
and  in  one  Mid-Western  store,  a 
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ing  service  were  discussed,  includ¬ 
ing  the  use  of  extra  bus  boys  or 
bus  girls  to  speed  turnover ;  employ¬ 
ing  additional  waitresses  on  the  floor 
who  have  no  definite  table  assign¬ 
ments  but  fill  in  wherever  needed ; 


requiring  daily  written  report  sheets 
from  waitresses  and  hostesses  re¬ 
garding  complaints  from  customers, 
suggestions  on  food  or  service,  or 
any  other  happening  during  the  day. 


combination  dinner-dance  and  ticket 
to  a  local  theatre,  offered  to  cus¬ 
tomers  for  one  dollar. 

Improving  Service 
A  number  of  methods  of  improv- 


Wrapping  and  Packing  Clinic 


new  way  oi  wrapping  specific  mer¬ 
chandise  items.  A  selected  list  of 
stores  were  asked  to  contribute  to 
the  exhibit  samples  indicating  a 
change  in  packing  procedure  ac¬ 
companied  by  detailed  information 
as  to  the  materials  and  packing  cost  display  and  the  formal  discussions 
of  the  new  method  compared  with  presented,  and  also  liecause  of  the 
the  old.  Some  35  stores  participated  technical  character  of  the  problem, 
in  the  display  and  merchandise  requests  have  been  made  for  coin- 
items  represented  ranged  from  mir-  plete  proceedings  on  this  clinic, 
rors  to  coats  and  hats.  Lamp  and  These  are  in  the  process  of  prepara- 
mirror  packs  naturally  predominat-  tion  and  will  soon  lie  available  to 
ed.  One  of  the  significant  features  members  upon  request  at  a  small 
of  the  display  was  the  emphasis  on  charge  necessary  to  cover  report- 
developing  a  single  package  to  re-  ing,  printing  and  mailing  expense, 
place  the  old  method  of  two  or  more  In  view  of  this  we  are  giving  lie- 
boxes  in  packing  the  same  merchan-  low  only  the  highlights  of  the  for- 
dise.  mal  discussions  presented  at  the 

Because  of  the  interest  in  this  clinic. 


Part  of  the  wrapping  and  parking  display. 


Another  common  fallacy  is  the 
apparent  belief  of  supply  buyers  that 
they  are  obliged  to  allow  every 
box  manufacturer  who  happens  to 
call  on  them,  to  quote  on  their  gift 
box  requirementjs,  without  giving 
any  consideration  as  to  whether  the 
manufacturer  is  in  a  position  to  ren¬ 
der  intelligent  cooperation  in  the  so¬ 
lution  of  the  problem  of  whether  he 
has  the  necessary  mechanical  equip¬ 
ment  to  produce  the  lioxes  required. 
Only  too  frequently  in  searching  for 
lower  prices,  a  supply  buyer  gets 
not  only  a  lower  price  but  a  much 
poorer  box.  Therefore,  clear  and 
precise  specifications  should  be  es¬ 
tablished  which  specify  the  exact 
kind  of  board  to  be  used,  and  its 
basis,  and  the  exact  kind  and  weight 
of  paper  desired.  Construction  speci¬ 
fications  also  should  be  included. 

In  budgeting  the  supply  needed, 
much  confusion  can  be  eliminated 
if  an  inventory  is  taken  on  the  first 
of  each  month  of  the  quantity  of  gift 
boxes  on  hand,  and  the  expected 
shipments  during  the  month.  If  the 
inventory  of  the  first  of  the  follow¬ 
ing  month  is  deducted  from  this, 
an  accurate  picture  of  gift  box  con¬ 
sumption  is  obtained.  A  very  care¬ 
ful  inventory  should  be  taken  just 
prior  to  the  opening  of  the  wrapping 
desk  for  the  Christmas  season  in 
order  to  get  an  accurate  record  of 
the  actual  boxes  that  will  lie  needed. 
If  these  methods  are  followed,  it 
will  be  possible  to  purchase  in  Janu¬ 
ary  gift  boxes  to  run  through  any 
given  period  of  the  year,  and  the 
placing  of  a  Christmas  order  can  be 
done  more  easily  and  intelligently. 
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Needed — A  New  Conception  of  the  Packing  Department 

By  Mrs.  Wni.  Searles,  Packing  Counselor,  New  York  City 


S'I'RKSSING  an  urgent  need  for 
a  new  and  adequate  apprecia- 
tioti  of  the  importance  of  the  pack¬ 
ing  department  to  the  store,  Mrs. 
Scarles  pointed  out  that  stores  had 
created  their  own  problems  by  their 
attitude  of  looking  on  the  operation 
as  a  “necessary  evil.” 

Recognizing  that  the  manager  of 
the  packing  department  is  the  key 
to  the  problem,  Mrs.  Searles  stated 
that  this  manager  must  be: — 

1.  Both  Administrator  and  Opera¬ 
tor — planning  his  work  and  person¬ 
nel  from  an  adequate  budget  and 
adjusting  his  operation  to  unex¬ 
pected  jx'aks. 

2.  Psychologist — in  order  to  get 
loyalty,  to  overcome  the  social  stigma 
to  packing,  to  get  increased  produc¬ 
tion  from  fatigued  employees  at  the 
end  of  the  day,  without  making  them 
feel  tliat  they  are  being  driven,  and 
finally  to  realize  and  appreciate  that 
loyalty  works  lx)th  ways. 

3.  A  Merchant — in  ])urchasing 
and  dis]xising  of  supplies,  materi¬ 
als  and  labor  hours. 

4.  Advertising  Expert — to  see 
that  the  finished  package  carries 
out  and  promotes  the  standard  of 
quality  and  service  for  which  the 
store  .stands — in  other  words,  to 
produce  a  neat  and  attractive  pack¬ 
age  without  wasting  materials. 

5.  A  Scientist — to  develop  his 
own  time  standards  and  technic  of 
doing  the  job  instead  of  copying  his 
competitors,  or  leaving  it  up  to  his 
employees  to  develop  “rule  of 
thumb”  operations. 

Mrs.  Searles  emphasized  packing 
as  a  science,  and  outlined  a  general 
ap])roach  to  the  problem  which  the 
average  packing  manager  could 
profitably  follow.  This  comprised 
first,  the  finding  out  of  7vhy  packing 
is  done  a  certain  way.  The  simplest 
package  should  lie  analyzed  and 
questioned  as  to  the  method  used. 


Packing  managers  might  profitably 
get  down  and  actually  pack  a  few 
packages  themselves  to  find  out  why 
packers  do  it  a  certain  way. 

The  next  step  is  one  of  experi¬ 
mentation  to  see  if  a  better  way  can 
l)e  found.  The  manager  should  hot 
be  afraid  to  try  out  different  meth¬ 
ods  himself,  and  he  should  stimulate 
his  assistants,  packing  supervisors, 
and  the  packers  themselves,  to  ex¬ 
periment  with  new  and  different 
methods. 

Finally,  the  manager  must  realize 
that  his  job  is  never  finished;  that 


There  is  no  question  but  that 
the  packing  department  in  the 
average  .store  has  long  suffered  from 
a  “step-child  attitude”  on  the  part  of 
the  top  management.  By  the  very 
character  of  the  work  involved,  ex¬ 
tra  attention  is  required  in  this  de- 
j)artment  to  maintain  good  employee 
morale  and  job  pride.  That  those 
factors  have  not  existed  heretofore 
in  many  stores,  is  evidenced  by  the 
fact  that  the  packing  department 
recently  has  been  one  of  the  most 
vulnerable  points  of  attack  from 
laljor  dissatisfaction. 

Much  depends  iqxjn  the  manner 
and  way  that  the  new  employee  is 
inducted  into  the  department.  To 
illustrate  the  difference  lietween  an 
intelligent  and  successful  method  of 
bringing  in  new  employees  and  de¬ 
veloping  enthusiasm  and  job  pride, 
as  compared  to  the  method  common¬ 
ly  encountered  in  many  stores,  an 
actual  demonstration  skit  was  pre¬ 
sented  by  two  packers  obtained  from 
the  Hearn  Department  Stores,  New 
York  City.  The  skit  itself  was  pre¬ 
pared  by  ^Irs.  Searles,  and  was  di¬ 
vided  into  two  parts. 


there  is  always  room  for  improve¬ 
ment  and  change.  Hence,  he  should 
l)e  on  the  lookout  always  for  some¬ 
thing  new  and  better. 

Summarizing  the  new  conception 
of  the  packing  department,  Mrs. 
Searles  emphasized  that  it  is  possi¬ 
ble  for  the  packing  department  to 
take  its  rightful  place  in  the  store 
organization;  that  it  is  possible  and 
easy  to  develop  a  satisfied  personnel 
wihch  has  pride  in  its  job;  and  fin¬ 
ally,  that  if  they  look  for  it  intelli¬ 
gently,  packing  managers  can  al¬ 
ways  find  a  “pot  of  gold”  full  of 
new  ideas  to  develop  better  packing 
metho<ls,  and  to  meet  the  demands 
of  increased  efficiency  and  reduced 
costs. 


The  first  part  demonstrated  the 
usual  method  whereby  the  employee 
acting  as  a  sponsor,  handled  the  new 
emj)loyee  not  only  roughly  but  un- 
intelligently,  and  developed  from  the 
very  Ix'ginning  a  feeling  that  the 
employee  did  not  like  the  work, 
could  not  rely  upon  fair  treatment 
from  management  and  probably 
could  not  e.xpect  promotion  to  any 
other  job. 

The  second  part  of  the  skit  showed 
how  the  sponsor  should  properly 
handle  the  new  employee  to  make 
her  immediately  at  ease  on  the  job, 
and  to  help  her  develop  speed  and 
jiroduction  in  a  slow  but  sound  man¬ 
ner.  Job  pride  was  develo]x*d  from 
the  beginning  and  a  more  harmoni¬ 
ous  relationship  and  lietter  under¬ 
standing  between  the  employee  and 
her  immediate  superiors  was  accom¬ 
plished  through  intelligent  guiding 
and  counseling  by  the  sponsor. 

This  skit  will  lie  reproduced  in  its 
entirety  in  the  special  proceedings 
on  the  Packing  Clinic,  as  mentioned 
above,  and  can  well  serve  as  a  basis 
of  a  training  program  for  many 
stores. 


Building  Morale 

An  Actual  Demonstration  by  Store  Packers 


cOr, 
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•  Employee  Relations  • 


(Sessions  on  Employee  Relations  and  Personnel  Problems  summarized 
by  Otho  J.  Hicks,  Manager,  Personnel  Group) 

Chairman:  Michael  Schaap,  Blooniingdale’s,  New  York,  N.  Y. 


The  general  session  on  employee  relations  was  sponsored 
by  the  Store  Management  and  Personnel  Groups.  That  this 
subject  is  of  vital  concern  to  every  retailer  throughout  the 
country  was  evidenced  by  the  unusual  attendance  and  great 
audience  interest.  The  committee  which  planned  the  program 
decided  that  the  problem  of  employee  relations  could  best 
be  solved  by  attacking  them  first  from  the  angle  pf  the  em¬ 
ployee  with  concern  for  his  or  her  viewpoint,  secondly  from  the 
angle  of  the  individual  store  and  what  it  can  do  internally  to 
improve  employee  relations,  and  finally  from  the  angle  of  the 
community  and  the  extent  to  which  retailers  collectively  have 
a  responsibility  in  safeguarding  employee  relations. 

Because  of  the  flood  of  inquiries  and  requests  for  the 
addresses  made  by  the  three  speakers,  it  was  decided  im¬ 
mediately  after  the  convention  to  publish  them  in  full  and 
distribute  them  to  members  of  the  National  Retail  Dry  Goods 
Association  in  a  special  bulletin.  This  was  done  early  in  the 
current  month  in  Employee  Relations  Bulletin  No.  6.  Since 
this  material  is  already  in  the  hands  of  members  it  is  necessary 
at  this  time  only  to  present  highlights  of  each  address. 


Today’s  Problems  in  Employee  Relations  from  the 
Employee’s  Point  of  View 

By  Marjorie  Sidney,  Brooklyn  Bureau  of  Charities,  New  York 


MISS  SIDNEY,  because  of  her 
many  years  of  experience  as 
personnel  executive  in  retail  stores, 
chose  the  present  employees’  point 
of  view  and  employee  reactions  to 
our  current  personnel  practices 
through  a  series  of  letters  written  by 
an  imaginary  employee  in  any  one 
of  our  stores  to  her  parents.  This 
fictitious  character,  Margaret,  served 
as  the  voice  of  more  than  600,000 
retail  employees  and  proved  well 
qualified  to  carry  on  the  now  leg¬ 
endary  cause  of  Bertha  Speer,  the 
salesgirl  whose  moving  recital  of  her 
store  experiences  was  the  highlight 
of  last  year’s  convention.  As  the 
experiences  of  Margaret  were  un¬ 
folded  before  the  audience  no  retail 
executive  present  could  deny  that 
she  might  very  well^be  a  sister  or  a 
daughter  who  was  at  the  same  time 
an  employee  in  any  of  our  stores. 


The  first  of  Margaret’s  experi¬ 
ences  comes  under  the  heading  of 
interview  ordeal.  During  the  month 
which  lapsed  before  she  landed  a 
job  in  a  store  she  was  repeatedly 
subjected  to  an  analysis  on  the  part 
of  employment  interviewers,  much  of 
which  seemed  entirely  reasonable  to 
her,  but  some  of  which  was  slightly 
mystifying  since  she  was  continually 
questioned  as  to  whether  or  not  she 
was  certain  she  wanted  to  “make  re¬ 
tailing  her  life  work,”  as  well  as 
whether  or  not  she  was  the  “right 
type.”  In  the  end  when  she  landed 
her  $15.00  a  week  selling  job.  she 
was  told  “that  it  was  up  to  her  to 
prove  that  they  weren’t  mistaken  in 
their  judgment.”  Her  next  reaction 
was  to  the  emphasis  given  in  her 
introductory  training  and  during  the 
first  days  on  the  job  to  appearance. 
“Just  when  you’ve  supposed  to  be 


able  to  get  it  attended  to  or  how 
it’s  supposed  to  be  financed,  I  don’t 
know,”  she  wrote.  She  was  soon 
conscious  of  the  long  hours  required 
of  employees  by  stores,  since  some 
of  her  friends  were  working  in 
offices  and  seemed  to  her  to  have 
much  more  time  to  devote  to  recrea¬ 
tion  and  personal  matters.  To  add 
to  her  concern,  fellow-employees  ex¬ 
plained  “that  later  in  the  Fall  when 
the  store  stays  open  evenings  we’ll 
all  work  on  different  shifts  and  they 
often  change  the  time  around  a  lot.” 

In  an  early  letter  home  she  wrote 
that  “all  the  salesclerks  resent  the 
fact  that  practically  anyone  can  tell 
them  what  to  do,  or  what  is  worse, 
what  not  to  do.  Perfectly  strange 
men  whose  names  they  don’t  even 
know  come  into  the  department, 
sometimes  a  number  of  them  togeth¬ 
er,  and  criticize  everything  and 
everybody  without  any  regard  for 
the  people’s  feelings.  I  don’t  know 
what  they  really  do,  but  they  always 
seem  to  have  time  to  stand  around 
in  groups  watching  other  people 
work.” 

Further  disillusionment  came  to 
Margaret,  and  to  her  ambitions  as 
far  as  her  future  in  retailing  were 
concerned,  when  she  learned  that 
one  of  her  employee  friends  was 
being  “transferred  because  a  mer¬ 
chandise  manager  and  the  publicity 
manager  decided  that  they  wanted 
all  red-headed  salesgirls”  in  a  cer¬ 
tain  department.  She  soon  expressed 
the  opinion  to  her  parents  that  she 
was  “beginning  to  wonder  if  some 
organization  of  the  employees 
wouldn’t  be  a  good  thing.  There 
seems  to  be  no  machinery  through 
which  to  work  and  so  little  explain¬ 
ing  is  done  about  what’s  going  on. 
For  instance,  this  store  put  a  lot  of 
money  into  new  escalators  and  new 
fixtures  last  Summer  and  the  peo])le 
all  felt  if  there  was  the  money  to 
spend  it  should  have  been  used  to 
restore  some  of  the  salary  cuts  that 
had  been  made.  I  even  heard  two 
old  cleaning  women  talking  in  the 
washroom  about  how  one  of  the 
owners  of  the  store  bought  a  big 
new  summer  estate  just  when  their 
wages  were  cut  $2.00  a  week.  They 
felt  awfully  sore  about  it.  It  is  all 
very  perplexing  because  the  rank 
and  file  people  I  have  come  in  con- 
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tact  with  in  the  store  are  a  grand 
lot.  They  work  hard,  harder  I  think 
than  in  lots  of  other  businesses,  but 
they’re  somehow  distrustful  and  yet 
don’t  want  to  be.  Last  night  when  I 
was  leaving  the  store  someone  out¬ 
side  handed  me  a  paper.  It’s  gotten 
out  by  a  group  who  are  trying  to 
unionize  the  store.  They  don’t  seem 
to  go  about  it  the  right  way,  either. 
They  seem  to  appeal  to  fear  and 
prejudice  and  to  l)e  more  profession¬ 
al  organizers  than  anything  else. 
Much  of  what  they  say  is  exagger¬ 
ated  and  distorted  and  sometimes 
just  .sort  of  muck-racking  alx)ut  in¬ 
dividual  executives.  I  don’t  think 
they  inspire  much  confidence  among 
the  ])eople  in  the  store  either.  Yet, 
there  certainly  are  conditions  that 
need  righting.” 

A  little  later  Margaret  wrote  that 
“they  have  suggestion  boxes  around 
the  store  for  employees  to  use  but 
you  can’t  put  your  thoughts  on 
these  delicate  subjects  in  brief  sug¬ 
gestion  form.  They  need  to  i)e 
talked  about." 

..\s  the  holidays  approached,  Mar¬ 
garet  began  to  wonder  whether  or 
not  she  would  l)e  among  those  miss¬ 
ing  after  Christmas.  “Things  at  the 
store  are  beginning  to  be  pretty  hec¬ 
tic.  New  employees  all  the  time  and 
more  coming.  Heavens  knows 
where  they  are  going  to  put  them. 
There  are  three  people  in  my  locker 
now  and  my  things  are  a  sight  when 
I  take  them  out  at  night.  The  peo¬ 
ple  in  the  personnel  departments  are 
going  around  already  with  rating 
sheets  and  what  not,  are  getting 
ready  to  lay  people  off  and  the  big 
shots  gather  u?  together  to  tell  us 
how  valuable  we  are  and  how  we 
should  help  to  put  the  last  days  over 
for  the  store.” 

The  seeming  inconsistency  to 
^largaret  of  the  latter  was  stressed 
once  again  in  a  final  letter  when  she 
(lescril)ed  a  “Store  Rally”.  Pepping 
us  up  for  the  final  Christmas  spurt, 
no  doubt.  They  don’t  rate  our  in¬ 
telligence  as  a  group  very  high,  I 
guess.  One  stuffed  shirt  went  on  at 
a  great  rate  about  the  profcs.'iion  of 
retailing.  If  the  employees  in  stores 
are  treated  like  professionals,  this 
store  is  an  exception,  and  I  don’t 
think  it  is.  To  top  it  off  they  have 
put  in  some  system  that  broadcasts 
Christmas  carols  morning  and  night 
for  the  edification  of  employees 
while  they  are  struggling  to  get  in 
and  out  of  locker  rooms  and  to  regis¬ 
ter  their  time  on  old-fashioned  time 
clocks  kept  in  a  narrow  passageway 
where  the  confusion  and  crowding 


is  indescribable.  Maybe  it  all  makes 
sense  but  with  all  the  supervisors  too 
groggy  from  overtime  to  l)e  able  to 
think  clearly  and  too  busy  to  give 
thought  to  who  is  good  and  who 
isn’t,  it  doesn’t  give  much  of  a  break 
when  lay-offs  come.  Still,  this  is 
one  time  of  the  year  when  it  is  bet¬ 
ter  to  be  No.  1376  than  Mr.  Minor 
Executive.  He  must  have  to  say 
good-bye  to  the  wife  and  kiddies 
until  after  Christmas.  What  hours 
he  puts  in !” 

That  Margaret  was  not  complete¬ 
ly  discouraged  in  her  hope  to  get 
somewhere  in  retailing  was  express- 
«*d  in  her  last  letter  when  she  said 
“I  am  really  interested.  Sometimes 
I  think  my  real  interest  lies  in  get¬ 
ting  into  this  employer-employee  re¬ 
lations  business.  Mayl)e  I  am  just 
brash  and  young,  but  it  seems  there 
must  be  some  way  of  bringing  the 
thing  into  harmony.  It’s  a  little  like 
an  orchestra  with  each  instrument 
])laying  in  a  different  key.”  She 
closed  her  letter  by  raising  the  fol¬ 
lowing  questions  for  the  considera¬ 
tion  of  her  father  and  an  Uncle 
Tom.  who  is  a  teacher  of  industrial 
relations  in  the  home  town  univer¬ 
sity  : 

1 .  Aren’t  the  people  who  work  for 
a  store  a  force  in  the  community  and 
doesn’t  that  force  influence  public 
opinion  about  the  store? 

2.  Shouldn’t  a  store  have  definite 
])ersonnel  policies  that  have  been 
formulated  and  written  by  the  men 
who  own  or  control  the  store,  not 
just  written  by  some  under-execu¬ 
tive  who  may  believe  in  them  but 
hasn’t  the  authority  to  see  that  they 
are  lived  up  to  ? 

3.  Shouldn’t  the  personnel  poli¬ 
cies  be  made  in  consultation  with 
re])resentatives  of  the  employees  ? 
.\nd  hasn’t  the  store  owner  a  re- 
s|xmsibility  to  know  what  his  em- 
jiloyees  think  and  to  give  them 
group  representation? 

4.  Shouldn’t  personnel  policies  be 
alike  for  all  employees  and  not  fa¬ 
vor  some  groups  with  better  work¬ 
ing  conditions  than  others  simply  be¬ 
cause  they  work  in  sections  of  the 
store  that  are  seen  by  the  i)ublic? 

5.  Shouldn’t  wages  not  only  be 
in  line  with  those  paid  in  other  and 
similar  businesses  but  in  line  within 
a  store?  Why  should  an  elevator 
operator  get  $20  a  week  and  be  pro¬ 
vided  with  a  uniform  while  a  sales¬ 
clerk,  who  can  make  or  lose  cus¬ 
tomers,  begins  as  low  as  $14.00  a 
week  ? 

6.  Isn’t  store  management  resix)n- 


sible  for  its  executives  and  isn’t  it 
just  as  much  its  job  to  control  ex¬ 
ecutives  in  relation  to  their  treat¬ 
ment  of  those  who  work  under  them 
as  it  is  to  control  them  in  other 
phases  of  their  jobs? 

7.  Is  a  six  day  week  right  for 
retail  employees  when  a  five  or  five 
and  one-half  day  week  has  been 
adopted  in  so  many  industries? 

8.  Why  must  the  employees  of  big 
stores  be  groujied  and  classed  so 
much?  Can’t  they  be  individuals 
with  individual  personalities? 

9.  Why  shouldn’t  the  employees 
have  a  chance  to  move  from  one  job 
to  another  in  preparation  for  real 
advancement  and  promotion?  And 
shouldn’t  those  who  are  fit  be  given 
first  consideration  when  good  jobs 
are  open? 

10.  Shouldn’t  employees  have  the 
right  to  know  at  all  times  how  they 
are  progressing,  whether  they  are 
giving  satisfactory  service,  and  if 
not,  why  not? 

11.  Why  isn’t  leader.shij)  given  its 
proper  evaluation  in  store  opera¬ 
tion?  Why  are  so  many  men  and 
women  given  power  over  other 
human  l)eings  when  they  know  so 
little  about  forces  by  which  they 
themselves  are  motivated? 

Miss  Sidney  closed,  expressing 
the  hope  that  all  the  members  of  our 
store  families  are  not  so  alert  to 
what  goes  on  around  them  as 
Margaret,  “but  I  fear  they  are.” 
She  then  paraphrased  Shakespeare, 
using  Shylock’s  famous  speech 
“Hath  not  an  employee  eyes?  hath 
not  an  employee  hands,  organs,  di- 
men.sions,  senses,  affections,  pas¬ 
sions'  fed  with  the  same  food,  hurt 
with  tlie  same  weapons,  subject  to 
the  .same  diseases,  healed  by  the 
same  means,  warmed  and  cooled  by 
the  same  winter  and  summer,  as  an 
employer  is?  If  you  prick  us,  do 
we  not  bleed?  If  you  tickle  us,  do 
w(.  not  laugh?  if  you  poison  us,  do 
we  not  die?  and  if  you  wrong  us, 
shall  we  not  revenge?  if  we  are  like 
you  in  the  rest,  we  will  resemble 
you  in  that.  If  an  employee  wrong 
an  employer  what  is  his  humility? 
Revenge.  If  an  employer  wrong  an 
employee,  what  should  his  suffer¬ 
ance  be  by  employer  example  ?  Why, 
revenge.  The  villany  you  teach  me, 
I  will  execute;  and  it  shall  go  hard 
but  I  will  lietter  the  instruction.” 

Miss  Sidney’s  final  challenge  was, 
“Are  we  living  in  a  more  enlight¬ 
ened  age  today?  Or  must  an  eye 
for  an  eye  and  a  tooth  for  a  tooth 
still  be  our  doctrine?  In  your  hands 
rests  the  answer.” 
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The  Responsibility  of  the  Individual  Store 
In  Strengthening  Employee  Goodwill 

By  W.  Rowland  Allen,  L.  S.  Ayres  &  Co.,  Indianapolis,  Ind. 


Mr.  ALLEN  began  his  address 
by  describing  the  paradoxical 
and  confusing  situation  today  in  in¬ 
dustry.  Although  millions  of  people 
are  out  of  work,  our  factories  are 
loaded  with  orders  and  our  distribu¬ 
tive  system  is  beginning  to  creak  un¬ 
der  the  pressure  of  consumer  de¬ 
mand.  Optimism  in  business  is 
sharply  tempered  with  the  growing 
demands  of  labor  leaders.  There  is  a 
tension  in  our  social  and  economic 
order  between  control  on  the  one 
hand  and  apprehension  on  the  other. 

To  Mr.  Allen  it  seems  that  there 
is  a  growing  philosophy  today 
among  workers  which  is  not  being 
balanced  by  a  corresponding  growth 
in  the  philosophy  of  employers. 
Present  day  personnel  management 
cries  for  the  objective,  impersonal 
viewpoint  of  science  and  research. 
Personnel  executives  must  learn, 
and  soon,  to  approach  their  problems 
much  as  a  doctor  faces  a  patient 
who  is  mentally  ill.  A  doctor  does 
not  react  wtih  anger,  and  fight  hack 
on  the  level  of  revenge,  nor  does 
he  take  sides  in  examining  a  person. 
Instead  of  being  emotionally  in¬ 
volved  in  his  study  or  appraisal  of 
the  patient,  he  adds  up  every  possi¬ 
ble  factor  for  his  diagnosis  and  sets 
about  to  correct  the  problem  at  hand. 
Mr.  Allen  points  out  that  no  one 
would  honor  or  at  least  respect  the 
decisions  or  commands  of  an  execu¬ 
tive  who  was  drunk.  It  would  lie 
understood  that  he  was  not  him¬ 
self.  Yet  if  a  fatigued  supervisor 
or  executive  is  not  himself,  due  to 
similar  chemical  changes  in  his 
make-up,  he  is  apt  to  do  incalcula¬ 
ble  damage  to  the  dignity  and  ego 
of  his  subordinates.  Too  often  in 
our  stores,  executives  breed  mis¬ 
chief  and  havoc  in  employee  rela¬ 
tions  because  there  is  no  standard 
of  mental  and  physical  condition  de¬ 
manded  before  they  are  free  to  go 
on  the  job. 

Science  has  proven  to  us  that  fear, 
hate  and  envy  when  prolonged  pro¬ 
duces  definite  physiological  dis¬ 
turbances  which  lead  to  disease  and 
complete  breakdown,  that  these  emo¬ 
tions  produce  changes  in  blood  pres¬ 
sure,  that  the  very  chemistry  of  a 
human  being  can  be  changed  by  a 
glance  or  a  spoken  y/ord.  We  know 
these  things  if  we  want  to  learn. 
The  surprising  fact  is  that  the  work¬ 


er  today  is  beginning  to  correlate 
these  contributions  of  science  with 
his  own  working  conditions  and 
economic  status.  Mr.  Allen  main¬ 
tained  that  “the  tragedy  of  our 
present  day  economic  life  is  that 
from  the  lowest  supervisor  to  the 
highest  executive,  this  vast  body  of 
knowledge  objectively  gained  for 
good  of  man  is  too  often  neither 
objectively  studied  nor  objectively 
carried  out  in  practice.  We  are 
faced  with  a  race  between  the  de¬ 
velopment  of  objective  leadership  in 
our  organizations  and  the  accumula¬ 
tion  of  unfortunate  worker  experi¬ 
ence.  That  the  latter  has  a  head 
start  we  must  admit.” 

Labor  experts  tell  us  that  over 
80%  of  lalx)r  disturbances  arise 
from  stupid  handling  by  the  immedi¬ 
ate  supervisor.  He  is  a  man  from 
the  ranks  who  is  too  often  placed  in 
a  position  of  being  responsible  for 
the  work  of  others  because  he  has 
been  outstanding  in  his  production 
on  his  job  without  any  consideration 
for  his  ability  to  handle  people. 
Often  a  decent,  fine  management 
wakes  up  one  clay  to  the  scandal 
and  misery  of  a  strike,  because  no 
channel  has  ever  been  established 
by  which  the  least  among  the  group 
could  carry  grievances  in  material 
and  mental  working  conditions 
brought  about  by  this  type  of  super¬ 
visor. 

One  day  a  person  will  not  be 
employed  to  supervise  the  work  of 
others  unless  he  be  broadly  cultured 
and  through  self-discipline  and  real 
training,  intelligently  curious.  He 
will  have  human  understanding,  be 
objective,  gentle,  firm  and  certain  in 
all  of  his  human  relationships, 
whether  they  be  with  individuals  or 
with  a  group. 

Mr.  Allen  pointed  out  that  we  are 
having  labor  unrests  and  strikes  and 
will  have  many  more.  There  is  re¬ 
bellion  on  the  part  of  working  men 
and  women  against  conditions  which 
are  not  always  economic,  but  more 
often  conditions  involving  dignity, 
which  they  know  do  not  have  to  be. 
This  is  largely  the  result  of  emo¬ 
tional  reactions  on  the  part  of  super¬ 
visors,  such  as  buyers  and  section 
managers,  instead  of  the  impersonal, 
objective  viewpoint  made  possible 
today  through  science  and  research. 

“We  come  to  the  simple  and  in¬ 


spiring  conclusion  that  the  least 
among  us  in  our  stores  is  worthy 
of  the  question  ‘why?’,  that  we  wilt 
fail  if  we  become  subjective  and  use 
force,  that  we  must  be  certain  that 
happiness  lies  in  w’Orking  outward 
from  within  in  a  temperate,  effec¬ 
tive,  devoted  and  objective  manner, 
that  we  must  never  blame  but  always 
teach,  and  that  it  is  possible  to  cre¬ 
ate  a  community  of  decency  with¬ 
out  the  use  of  fear  technique.” 

Finally,  Mr.  Allen  outlined  a  few 
of  the  necessary  steps  for  store  ex¬ 
ecutives  as  they  face  today’s  prob¬ 
lem  in  employee  relations : 

1.  The  training  of  every  person 
responsible  for  the  work  of  others 
in  the  technique  of  handling  people. 
'Phis  training  involves  self  knowl¬ 
edge,  knowledge  of  individuals,  of 
groups  and  the  techniques  of  gath¬ 
ering  and  sharing  the  philosophy  of 
management  in  every  organization. 
Naturally  this  involves  a  re-school¬ 
ing  on  the  part  of  many  manage¬ 
ments  in  current  practice  and  knowl¬ 
edge  available,  as  well  as  a  clear  defi¬ 
nition  of  the  purpose  of  the  organi¬ 
zation  in  broadest  terms. 

2.  The  close  examination  of  all 
physical  working  conditions,  that 
the  worker  may  be  as  free  as  pos¬ 
sible  physically  and  emotionally  to 
do  his  job  or  her  job.  This  includes 
environment  from  washroom  to 
lunch  room,  from  lighting,  ventila¬ 
tion.  through  sound  posture  and 
safety  devices  to  hospitals  and  em¬ 
ployee  insurances. 

3.  The  e.stahlishment  of  a  sense 
of  belonging  to  the  group  or  organi¬ 
zation  as  a  whole  on  the  part  of  the 
individual  worker,  that  dignity  may 
be  the  defence  against  emotional 
ignorance. 

4.  The  elimination  of  paternalism 
as  fast  as  management  can  acquire 
understanding  and  knowledge.  This 
involves  the  democratic  principle 
of  the  value  of  released  personali¬ 
ties. 

5.  Above  all,  the  marriage  of  the 
sciences  with  business  management 
as  far  as  the  great  body  of  unap¬ 
plied  knowledge  of  human  beings  is 
concerned.  The  one  needs  the  other. 
So  far  business  has  taken  the  prod¬ 
ucts  of  chemical  and  physical  re¬ 
search  with  great  success  for  the 
economic  growth  of  industry  but 
has  too  shockingly  neglected  the 
findings  and  help  available  in  deal¬ 
ing  with  the  men  and  women  who 
make  production  possible. 

In  closing,  Mr.  Allen  quoted  Sin¬ 
clair  Lewis,  who  recently  said,  “More 
and  more  as  I  think  about  history 
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1  am  convinced  that  everything  that 
is  worthwhile  in  the  world  has  l)een 
accomplished  by  the  free,  inquiring 
critical  spirit,  and  that  the  preserva¬ 
tion  of  tins  spirit  is  more  important 


TO  appreciate  the  part  that  the 
retailer  plays  in  his  community, 
Mr.  (iitchell  stated  that  considera¬ 
tion  must  he  given  to  the  great  social 
purjMise  served  hy  a  retail  store  in 
the  “jobs”  it  offers  to  the  hundreds 
and  thousands  of  men  and  women  in 
cities  throughout  the  country.  The 
most  important  thing  in  the  lives  of 
those  people  who  were  looking  for 
employment  during  the  depression 
was  “a  job  to  go  to”  and  “something 
real  to  do”  everyday.  Their  desire 
for  a  real  job  was  as  urgent  for  their 
spiritual  well  being  as  was  the  need 
for  a  pay  envelope  for  their  physi¬ 
cal  well  being. 

Commenting  on  the  public  inter¬ 
est  and  concern  in  standards  of 
wages,  hours  and  working  condi¬ 
tions,  Mr.  Gitchell  pointed  out  that 
neither  employees  or  the  socially 
minded  public  will  look  on  compla¬ 
cently  if  retailers  or  other  employ¬ 
ers  appear  to  be  using  the  need  of 
distressed  people  for  work  to  hold 
back  improvement  in  working  hours 
or  earnings.  Retailers  grew  in  the 
good  will  of  their  employees  and 
their  community  when  they  collec¬ 
tively  established  higher  minimum 
wages,  lower  working  hours  and 
more  jobs  under  N.R.A.  Many  of 
them  lost  much  of  that  good  will 
when  they  neglected  the  opportunity 
given  by  the  Supreme  Court  deci¬ 
sion  to  continue  those  standards  vol¬ 
untarily. 

In  the  final  analysis  the  essen¬ 
tials  of  good  personnel  administra¬ 
tion  is  not  a  question  unknown  to 
retailers.  The  real  question  is 
“what  are  they  doing  about  what 
they  know?”  Obviously  the  answer 
requires  a  complete  and  careful 
checking  of  employer-employee  re¬ 
lationships  in  every  individual  store. 

Management’s  Attitude 

The  first  step  in  establishing  a 
sound  program  for  the  promotion 
of  more  harmonious  relations  is  an 
examination  of  the  real  attitude  of 
management.  Is  it  to  be  one  of 
domination  or  might  it  better  be  one 
of  directing  and  cooperating?  Most 
experience  indicates  that  a  directing 
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than  any  social  system  whatsoever. 
Hut  the  men  capable  of  barbarism 
are  capable  of  shutting  up  the  men 
of  science,  of  silencing  them  for¬ 
ever.” 


attitude  of  management  towards 
mutual  cooperation  yields  the  great¬ 
est  iiermanent  success. 

Accepting  this  as  a  premise  em¬ 
ployers  will  do  well  to  learn  their 
employees’  viewpoint  before  rather 
than  after  decisions  affecting  groups 
of  employees  are  made.  Manage¬ 
ment’s  willingness  to  consult  need 
not  and  should  not  be  interpjreted 
as  surrendering  its  responsibility. 
Naturally,  “coddling”  should  be 
avoided  but  some  combination  of 
consultation  and  authority  is  desir¬ 
able  and  possible.  Very  definitely 
many  managers  need  to  avoid  under¬ 
estimating  their  employees’  knowl¬ 
edge  of  the  labor  aspects  of  the 
business. 

Obtain  Employees’  Viewpoint 

Abrupt  changes  in  lal)or  relations 
policies  should  be  avoided  as  far  as 
possible  since  they  definitely  lead 
to  misunderstanding  and  emotional 
disturbances.  Ordinarily  the  larger 
the  group  involved  the  longer  the 
time  needed  in  advance  for  getting 
j^roposed  changes  understood.  Defi¬ 
nitely  the  worker’s  viewpoint  should 
be  obtained  by  listening  to  his  in¬ 
dividual  problems  and  by  active  ef¬ 
fort  to  learn  his  views.  Obviously 
no  single  method,  formal  or  infor¬ 
mal,  for  learning  the  employee’s 
viewpoint  can  be  advocated.  Meth¬ 
ods  must  be  natural  to  those  re¬ 
sponsible  for  the  contacts.  Resiiect, 
consideration  for  the  employees 
feelings,  a  keen  sense  of  justice  and 
sincerity  will  carry  any  company  far 
on  its  way  to  harmonious  relations 
with  its  employees. 

Express  Policies  in  Writing 

Having  determined  management’s 
attitude  on  employee  relations,  this 
attitude  should  be  stated  in  the  form 
of  a  definite  written  company  poli¬ 
cy,  to  avoid  any  misunderstanding 
on  the  part  of  the  employees  and 
especially  any  misinterpretation  or 
application  of  the  policies  by  execu¬ 
tives.  Next,  this  statement  of  policy 
must  be  circulated  among  the  em¬ 
ployees  if  it  is  to  have  real  value 
and  effectiveness. 


.\lK)ve  all  the  policies  adopted 
l)e  “practiced.”  To  insure  this,  ex¬ 
ecutive  responsibility  should  be  as¬ 
signed  definitely  to  one  major  ex¬ 
ecutive  who  sits  in  with  manage¬ 
ment  when  ]X)licies  are  eletermined. 

What  Policies  Should  Include 

Many  store  e.xecutives  are  in  gen- 
( ral  agreement  that  any  policy  state¬ 
ment  regarding  employee  relations 
must  interpret  clearly  management’s 
attitude  on  such  matters  as : 

A  minimum  wage 
Full  time  employment  and  lay¬ 
offs 

Use  of  apprentice  employees 
Opportunity  for  higher  earnings 
Reduced  earnings  through  change 
in  method  of  com[)ensation 
Personnel  rating  reviews 
Seniority 

Basic  working  week  with  exeep- 
tions  for  jjeak  periods,  execu¬ 
tives  and  certain  others 
Limitation  on  time  out  for  meals 
Payment  for  overtime 
Holidays  and  vacations 
Security  of  employment  with  a 
provision  for  a  dismissal  al¬ 
lowance  based  on  length  of  ser¬ 
vice 

Guarantees  regarding  working 
conditions 

Management  attitude  toward  em¬ 
ployee  affiliations 

Management  employee  discussions 
and  the  right  of  employees  to 
chose  their  own  representatives 
Recognition  of  the  public  interest 
in  employee  relations  and  op¬ 
portunity  for  discussion. 

Joint  Responsibility 

More  specifically  as  to  the  collec¬ 
tive  resix)nsibility  of  merchants,  Mr. 
Gitchell  pointed  out  that  unfortu¬ 
nately  there  are  usually  just  enough 
stores  in  every  community  doing 
only  what  they  think  they  can  get 
by  with,  which  has  the  effect  of 
withholding  full  confidence  in  the 
fundamental  willingness  of  retail 
employers  to  do  the  fair  thing  by 
their  employees.  While  such  em¬ 
ployers  fool  nobody  but  themselves, 
unfortunately  the  trade  as  a  whole 
carries  part  of  the  onus.  The  pub¬ 
lic  does  not  always  discriminate  in 
its  judgment  between  retail  stores 
as  employers.  Responsibility  for 
higher  standards  is  a  trade  responsi¬ 
bility  and  deserves  and  requires  the 
collective  cooperation  and  action  of 
all  merchants  in  the  community. 
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Management’s  Collective  Resjionsibility  to  the 
Community  in  Developing  Employee  Relations 

By  Byres  H.  Gitchell 


Preparing  the  Retailer  of  T omorrow 

Chairman,  Paul  A.  Mertz,  Sears,  Roebuck  &  Co.,  Chicago,  Ill. 


During  the  extended  discussion  which  followed  the  pre¬ 
sentation  of  papers  at  the  session  on  “Preparing  the  Retailer 
of  Tomorrow,”  two  resolutions  were  passed. 

In  order  to  more  effectively  voice  in  Washington  the  collec¬ 
tive  interest  of  merchants  throughout  the  country,  it  was 
moved,  seconded  and  unanimously  resolved: 

That  the  sense  of  this  meeting  be  communicated 
in  writing  by  the  President  of  the  National  Retail 
Dry  Goods  Association  to  the  President’s  Committee 
on  Vocational  Education  to  the  effect  that  its  entire 
membership  approves  of  the  provisions  of  the  George- 
Deen  Act,  supports  a  program  of  vocational  training 
for  the  distributive  trade  and  is  in  sympathy  with  the 
cooperative  effort  of  retailer  and  educator  in  achiev¬ 
ing  its  purpose. 

In  order  to  make  certain  that  all  association  members  and 
affiliated  groups  are  familiar  with  details  of  the  act  and  devel¬ 
opments  at  this  session,  it  was  moved,  seconded  and  unani¬ 
mously  resolved: 

That  the  National  Retail  Dry  Goods  Association 
canvass  its  entire  membership  as  well  as  retail  secre¬ 
taries  of  local  trade  associations,  acquainting  them 
with  the  George-Deen  Act,  asking  them  to  make 
known  individually  their  interest  in  the  program  to 
Washington  direct  or  through  their  representatives  in 
W  ashington,  and  urging  them  to  cooperate  collectively 
with  their  local  schools  in  organizing  the  program. 


With  the  Help  ol  Our  Government 

By  Dr.  Paul  A.  Nystrom,  Limited  Price  Variety  Stores,  Inc., 
New  York,  N.  Y. 


^^13  ETAILING  is  a  specialized 

J\form  of  business  requiring  for 
its  successful  performance  a 
high  degree  of  personal  knowledge 
and  skill,  not  only  for  its  managers 
and  executives  but  also  for  its  rank 
and  file  workers.  To  meet  these  re¬ 
quirements  young  people  going  into 
this  business  need  a  thorough  prac¬ 
tical  training.  In  spite  of  this  need 
that  everyone  admits,  there  are  very 
few'  of  the  youngsters  now  going  in¬ 
to  retailing  who  are  getting  such 
training  and  still  fewer  of  those  who 
are  engaged  in  the  retail  business 
w'ho  have  had  any  such  training.” 
Dr.  Nystrom  goes  on  to  point  out 
that  until  the  beginning  of  the  pres¬ 
ent  century  this  country  in  common 
with  other  countries,  required  its 
future  retail  workers  and  managers 
to  serve  apprenticeships  in  which  the 
youths  were  systematically  taught 
and  trained  by  their  masters. 

It  is  interesting  to  note  that  some 
of  the  conditions  of  these  retail  ap¬ 


prenticeships,  with  specific  obliga¬ 
tions  both  of  the  master  or  employer 
and  the  apprentice,  were  as  follows. 
Apprenticeship  was  arranged  by 
agreement  betw'een  the  master  or 
employer  and  the  youth  in  the 
form  of  a  definite  legal  contract 
which  ran  from  3  to  7  years  aver¬ 
aging  about  5  years.  The  employ¬ 
er  on  his  part  agreed  to  teach  all 
details  of  his  trade  to  the  appren¬ 
tice,  providing  supplementary  in¬ 
struction  in  reading,  writing,  spell¬ 
ing,  arithmetic,  bookkeeping  and  the 
Bible.  The  employer,  furthermore, 
agreed  to  provide  board,  lodging  and 
clothing  and  in  some  cases  small 
wages  per  month  or  per  year  in¬ 
creased  in  amount  tow'ards  the  end 
of  the  period.  How'ever,  in  other 
cases  the  apprentice  or  their  parents 
paid  the  master  for  accepting  him. 

The  apprentice  on  his  part  agreed 
to  render  faithful  service  to  his  em¬ 
ployer  over  the  entire  period  of  his 
service,  to  apply  himself  diligently  to 


his  work  and  to  the  improvement  of 
his  knowledge  and  skill.  The  ap¬ 
prentice  likewise  agreed  “that  he 
would  not  lie,  steal,  drink  intoxi¬ 
cants,  use  profane  language,  gamble 
at  cards  or  dice,  or  any  other  un¬ 
lawful  game,  frequent  ale  houses, 
taverns  or  play  houses,  to  have  any¬ 
thing  to  do  with  women  or  to  get 
married  within  the  period  of  his  ap¬ 
prenticeship.”  It  was  the  duty  of 
the  master  to  see  that  the  apprentice 
lived  up  to  these  promises,  and  ac¬ 
quired  habits  of  industry  and  dili¬ 
gence.  For  example,  “if  the  appren¬ 
tice  was  working  w’ith  stocks  of  edi¬ 
ble  food  products  such  as  raisins, 
l)runes,  or  confectionery,  he  was  ex¬ 
pected  to  whistle  continuously.  If 
he  ceased  to  whistle  the  master 
would  quickly  look  up  in  his  direc¬ 
tion  and  see  whether  the  youth  had 
succumbed  to  the  temptation  to 
munch  on  the  stocks  of  the  store.” 

Under  this  system  of  training,  ap¬ 
prentices  in  retailing,  as  well  as  in 
other  trades,  were  brought  up  in  the 
way  they  should  go.  However,  about 
the  middle  of  the  19th  century,  the 
American  apprentice  system  in  re¬ 
tailing,  in  common  with  other  trades 
and  industries,  began  to  break  down. 
The  growth  of  the  country  was  so 
rapid,  the  opportunities  for  the  ex¬ 
pansion  of  business  so  enormous, 
and  the  demand  for  help  of  any  kind 
so  great  that  business  forged  ahead 
without  trained  workers.  By  the 
end  of  the  century  the  system  of 
training  hy  apprenticeship  had  been 
forgotten. 

The  rapid  development  of  retail¬ 
ing  has  now  passed.  It  is  no  longer 
so  easy  to  sell  goods  profitably  as  it 
was  some  years  ago.  It  is  no  longer 
possible  to  run  a  successful  store 
without  workers  who  have  special¬ 
ized  knowledge  and  skill  for  their 
jobs.  Retailing  in  common  with 
many  other  industries  and  trades, 
has  reached  the  end  of  one  period 
and  is  now  going  into  a  new  era. 
Its  opportunities  are  no  longer 
largely  those  of  mere  expansion  but 
rather  of  improvement  in  service. 
“We  now  face  the  need  for  a  re¬ 
establishment  on  a  broad  scale  af¬ 
fecting  all  retail  processes  of  a  train¬ 
ing  for  all  retail  store  workers  as 
well  as  an  advanced  training  for 
those  who  are  to  become  retail  store 
executives,  managers  and  owners. 
Such  retail  training  has  now  become 
a  national  need — a  need  in  the  public 
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interest  as  well  as  a  benefit  to  the 
retail  trades  themselves,”  points  out 
Dr.  Nystrom. 

Retail  workers  need  this  new  form 
of  training  for  several  reasons.  First, 
it  is  needed  because  the  average  in¬ 
dividual  ability  in  this  field,  in  com¬ 
parison  with  other  major  occupa¬ 
tions,  is  very  low.  Second,  the  re¬ 
muneration  of  retail  store  workers  is 
admittedly  low.  But  the  average 
productiveness  of  employees  is  also 
low.  Improvement  in  ability  would 
be  reflected  in  increased  production, 
which  would  make  increased  wages 
|X)ssiI)le,  without  increasing  the  rates 
of  e.\i)ense  and  without  raising 
l)rices.  Third,  the  high  failure  rate 
which  is  so  characteristic  of  the  re¬ 
tail  trade  at  the  present  time  is  a 
sure  indication  of  the  inadequate 
l)reparation  of  many,  if  not  most,  of 
those  who  enter  the  retail  business. 
This  failure  rate  could  lx*  greatly  re¬ 
duced  and  other  losses  or  wastes 
greatly  diminished  by  extending  op- 
|K)rtunities  for  organized  training 
and  experience  for  those  Ixnt  on 
going  into  retail  management. 
Fourth,  similarly,  the  high  rate  of 
turnover  among  retail  employees 
could,  without  doubt,  be  considera¬ 
bly  reduced.  The  costs  of  breaking 
in  new  employees  could  be  cut 
down,  and  the  operation  of  retailing 
much  Ix'tter  stabilized  than  it  is  at 
present  by  the  widespread  introduc¬ 
tion  of  proper  means  of  vocational 
training. 

Training  for  retailing,  if  it  is  to 
serve  its  full  purposes,  must  be 
country-wide  in  extent.  The  prob¬ 
lem  of  training  is  not  merely  or  even 
primarily  a  department  store  matter. 
I'here  are  in  this  country  over 
1,600,000  retail  stores.  There  are 
nearly  4,000,000  employees.  The 
problem  of  retail  training  is  to  reach 
and  aid  in  the  improvement  of  effici¬ 
ency  of  nearly  6,000,000  retail  work¬ 
ers  scattered  from  Maine  to  Califor¬ 
nia.  and  from  Minnesota  to  Texas. 
The  problem  of  training  for  retail¬ 
ing,  is  to  extend  opportunities  for 
improvement  to  the  workers  in  all 
kinds  of  stores,  both  large  and  small, 
all  over  the  country.  It  is  not  sug¬ 
gested  that  any  training  system,  no 
matter  how  carefully  planned  or 
effectively  administered,  can  produce 
immediate,  appreciable  results  for 
this  great  mass  of  present  retail 
workers.  Many  of  those  workers  are 
perhaps  too  far  along  in  years  and 
in  habits  of  mind  and  b(^y  to  be 
open  to  suggestion  for  improvement. 
“I  would  not  belittle  the  prosp)ective 
results  that  might  be  secured  from 

February,  1937 


extending  the  right  kind  of  voca¬ 
tional  training  to  the  masses  of  re¬ 
tailers  and  their  workers  already  en¬ 
gaged  in  the  business,  but,  I  am  sure 
that  you  will  agree  with  me  that  the 
best  prospects  for  improvement  lie 
in  reaching  the  beginners  and  the 
younger  men  and  women  in  the  re¬ 
tail  field,”  says  Dr.  Nystrom. 

What  shall  this  training  l)e?  Ob¬ 
viously,  it  cannot  be  the  old  fash¬ 
ioned  apprenticeship  for  even  if  we 
could  bring  the  old  apprenticeship 
l)ack  again,  it  would  not  prove  sat¬ 
isfactory  under  modern  conditions. 
Retailing  today  requires  of  its  w’ork- 
ers  a  great  deal  more  information 
than  can  Ik*  conveyed  in  the  personal 
relations  of  employer  and  employee. 
Retail  workers  now  need  the  IxMie- 
fits  of  science  and  arts  which  can 
only  be  gained  through  organized 
ancl  planned  study.  We  now,  there¬ 
fore  face  the  need  for  a  new  type 
of  training  which,  for  want  of  a  let¬ 
ter  term,  may  be  called  here  a  morl- 
ernized  apprenticeship,  an  appren¬ 
ticeship,  which  will  fit  the  morlern 
needs  and  provide  for  the  future  de- 
velo])ment  certain  to  occur  in  the 
distributive  field.  The  possibilities 
of  such  training  are  at  hand  and 
ready  for  consideration  and  promo¬ 
tion.  ' 

The  George-Deen  law,  passed  by 
Congress  last  June,  to  go  into  effect 
July  1,  1937,  is  official  recognition 
of  the  public  interest  in  and  the  need 
for  vocational  training  in  retailing 
and  the  other  distributive  trades. 
The  George-Deen  Act  specifically 
provides  for  training  for  useful  em¬ 
ployment  in  retailing  and  other  dis¬ 
tributive  trades.  It  authorizes  a 
maximum  annual  appropriation  of 
$1,200,000  some  part  of  which  will 
undoubtedly  become  available  this 
year.  The  funds  from  the  Federal 
Government  are  to  lx  distributed  to 
the  States  in  proportion  to  popula¬ 
tion,  for  the  encouragement  of  voca¬ 
tional  training  on  condition  that  the 
several  States  will,  themselves,  raise 
certain  matching  funds  for  the  same 
purpose.  The  planning  and  the  ad¬ 
ministration  of  this  vocational  train¬ 
ing  is  to  be  carried  on  by  the  States. 
All  training  under  this  Act  is  to  be 
carried  on  under  the  States  and 
Communities  educational  authorities 
and  subject  to  public  supervision. 
All  participation  of  the  Federal  Gov¬ 
ernment  in  this  movement  is  to  be 
with  the  States  rather  than  with  lo¬ 
calities  or  individuals.  The  States 
must,  however,  qualify  for  Federal 
aid  by  appropriating  money,  by 


drawing  up  and  presenting  satisfac¬ 
tory  ])lans.  and  by  submitting  such 
t)ther  information  as  may  be  required 
under  the  terms  of  the  Act. 

Just  how  the  courses  are  to  be 
conducted  under  this  Act  has  not 
yet  been  fully  determined.  The  Act 
iwovides  that  the  instruction  must  lx 
i)y  part  time  or  evening  classes. 
Probably  there  will  lx  educational 
work  of  the  following  tyjxs:  (1) 
Classes  for  retail  store  workers  held 
at  certain  hours  each  day,  or  on 
certain  days  each  week.  These 
classes  may  be  held  in  school  build¬ 
ings  or  other  places  designated  by 
the  local  vocational  educational  au¬ 
thorities.  (2)  Classes  for  retail 
store  workers  employed  during  the 
daytime  on  designated  evenings  dur¬ 
ing  each  week.  (3)  Short,  intensive 
courses  for  retailers  and  their  work¬ 
ers  running  a  few  days,  or  at  most  a 
few  weeks,  intended  to  cover  specific 
subjects,  or  the  necessary  informa¬ 
tion  for  specific  retail  trade.  (4) 
High  schools  or  colleges  may,  per¬ 
haps,  offer  courses  or  classes  for  be¬ 
ginners  in  retailing,  provided  these 
beginners  are  placed  in  retail  store 
work  for  at  least  half  time,  thus 
combining  experience  wdth  study. 

It  is  inevitable  that  there  should 
lx  many  new  problems  in  connection 
with  the  establishment  and  adminis¬ 
tration  of  this  training  system.  We 
shall  have  to  feel  our  way  on  how  to 
select  students  and  workers  for  these 
new  courses.  We  have  yet  to  learn 
what  the  best  subject  matter  is  to  be 
for  the  various  branches  of  retail 
trade.  New  text-books  must  be  pre¬ 
pared.  Practical  teachers,  trained  in 
teaching  and  experienced  in  retail¬ 
ing  are  needed  to  handle  these 
classes. 

In  closing.  Dr.  Nystrom  points 
out  that  “the  practical  value  and  ap¬ 
plication  of  the  training  as  worked 
out  during  the  next  few  years  will 
depend  very  largely  upon  the  inter¬ 
est,  support  and  cooperation  given 
to  the  movement  by  retailers  them¬ 
selves.  This  interest  may  be  shown 
by  making  contacts  with  and  offer¬ 
ing  advice  and  assistance  to  the  edu¬ 
cational  authorities  in  your  respec¬ 
tive  states.  In  most  of  these  states 
there  are  State  Boards  for  Voca¬ 
tional  Education.  Where  these  exist, 
they  will  undoubtedly  be  the  admin¬ 
istrative  authorities  for  this  new  vo¬ 
cational  training.  Get  in  touch  with 
these  authorities.  Communicate 
your  interest  and  desire  to  cooperate. 
Keep  informed  on  the  developments. 
Encourage  and  promote  the  idea. 
The  important  thing  before  us'  now 
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is  to  make  sure  that  the  young  and 
ambitious  youth  in  the  retail  trade 
are  given  the  opportunity  to  secure 


has  been  the  jx)licy  in  the 
State  of  New  York  that  voca¬ 
tional  education  be  expanded  only 
with  the  cooperation  of  industry. 
\\)cational  educators  realize  that 
their  ultimate  objective  is  to  get  jobs 
for  their  students  and  that  since  jobs 
are  owned  by  the  men  who  are  the 
heads  of  industry,  these  men  must 
have  something  to  say  as  to  the  type 
of  employee  and  kind  of  training  he 
should  get.”  Dr.  Massed  goes  on  to 
point  out  that  this  cooperation  must 
l)e  something  more  than  a  mere  lend¬ 
ing  of  name  to  stationery  for  an  ad¬ 
visory  counsellor  board.  It  must 
consist  of  cooperative  effort  in  plan¬ 
ning  the  course  of  study  and  in  se¬ 
lecting  the  type  of  student  to  be 
trained  for  the  trades. 

This  type  of  cooperative  effort  is 
comparatively  far  advanced  wliere 
some  technical  courses  are  con¬ 
cerned.  For  example,  in  one  of  the 
professions,  dentists  select  the  type 
of  girls  who  will  study  for  dental 
assistants  and  determine  their  course 
of  study.  Unfortunately  commerce, 
and  especially  the  distributive  trades, 
has  not  seemed  inclined  as  yet  to 
work  out  such  a  program.  It  is  the 
hope  of  educators  that  the  George- 
Deen  Act  will  right  this  situation  by 
providing  sufficient  incentive. 

The  State  Department  of  Educa¬ 
tion  in  New  York  City  prescribes 
that  no  one  shall  teach  a  vocational 
subject  unless  he  has  had  at  least 
three  years  of  business  or  industrial 
experience.  This  indicates  the  will¬ 
ingness  of  schools  to  cooperate  with 
industry.  Our  next  step  is  to  gain 
employer  cooperation  in  the  selec¬ 
tion  of  students,  in  the  recommenda¬ 
tion  of  teachers  and  in  the  organiza¬ 
tion  of  courses  of  study.  In  making 
plans  for  the  program  to  be  devel¬ 
oped  under  the  George-Deen  Act, 
merchants  must  “tell  us  what  to 
teach,  but  we  teachers  will  claim  the 
right  of  defining  how  to  teach  it, 
since  we  consider  ourselves  experts 
along  this  line  in  the  same  way  that 
we  concede  to  you  exp>ert  knowledge 
of  what  to  teach  and  the  type  of 
employee  that  you  need.” 

The  State  contemplates  under  this 
program  to  develop  ks  educational 
program  along  certain  levels.  From 


the  knowledge  and  acquire  the  skill 
so  necessary  to  the  improvement  of 
retailing.” 


the  management  level  down  to  the 
lx)y  and  girl  who  will  sell  behind  the 
counter  or  even  work  in  a  filling 
station.  This  necessitates  training 
for  different  grades  of  intelligence 
and  here  it  will  be  entirely  up  to  the 
employer  to  define  what  the  several 
tyjies  of  training  shall  he.  It  need 
not  be  pointed  out  that  those 
branches  of  the  distributive  trade 
which  cooperate  first  will  reap  the 
first  Ijenefit.  Those  who  wait  to  see 
what  the  program  in  its  first  stages 
of  evolution  looks  like  may  very  well 
be  too  late.  The  funds  devoted  to 
this  program  are  definitely  limited. 
The  Department  of  Education  be¬ 
lieves  that  it  may  have  to  depend 
upon  some  of  the  larger,  more  promi¬ 
nent  retail  stores  to  provide  teach¬ 
ers,  if  necessary  on  a  part-time  basis. 


^^OEVERAL  of  the  large  stores  in 
New  York  City  are  now  em¬ 
ploying  many  hundreds  of  alternate 
weekly  students  from  high  schools 
and  from  the  store  point  of  view 
this  employment  is  highly  success¬ 
ful,”  maintains  Mr.  Thomas.  These 
students  have  proven  to  be  adapta¬ 
ble  and  a  valuable  addition  to  any 
store’s  working  force.  They  are 
carefully  evaluated  by  the  stores,  are 
rated  in  their  field  work,  which  rat¬ 
ing  is  used  in  determining  their  pass¬ 
ing  mark  for  graduation  from 
school. 

The  largest  number  of  coopera¬ 
tive  students  is  employed  in  what 
might  be  termed  apprentice  jobs. 
They  are  used  as  wrappers,  messen¬ 
gers  and  junior  clericals.  The  ex¬ 
tent  to  which  stores  and  schools  rec¬ 
ognize  the  next  step  possible  to  pro¬ 
motion  and  direct  the  training  of 
these  students  toward  the  next  job 
ahead  is  questioned  by  Mr.  Thomas. 
When  the  plan  develops  to  this  point 
the  stores,  having  valuable  work 
knowledge  of  the  individuals,  must 
play  a  definite  part  in  their  selection 
for  further  training.  A  serious  waste 
of  time  to  the  individuals  who  are 
poorly  selected,  plus  the  attendant 
bitter  disappointment,  occurs  when 


Such  teachers  will  have  had  tlie 
business  experience  required  and  to 
them  will  l)e  given  courses  in  meth¬ 
odology,  in  classroom  management. 

The  plan  is  to  offer  courses  not 
to  exceed  two  years  in  length  for 
full-time  or  part-time  retail  em]>loy- 
ees.  as  well  as  for  high  school 
students  who  are  spending  at  least 
half  time  apprenticing  in  retail  or- 
•ganizations.  The  latter  has  been  de¬ 
veloped  in  New  York  City  in  re¬ 
cent  years.  Students  alternate  one 
week  in  school,  one  week  on  the  job. 

IMucators  consider  that  there  is 
one  great  and  serious  omission  in 
the  George-Deen  Act.  This  omis¬ 
sion  concerns  the  full-time  high 
school  student  who  is  interested  in 
retailing  as  a  career.  “Youth  wants 
employment  and  should  have  em¬ 
ployment,”  points  out  Dr.  Massell, 
and  the  George-Deen  .4ct  fails  to 
jjrovide  for  the  young  man  or 
woman  who  is  giving  full  time  in 
preparation  for  a  future  in  industry. 
The  New  York  State  Department 
of  Education  will  bring  emphasis  to 
bear  on  the  further  extension  of  the 
Act. 


they  are  permitted  to  take  classes 
fitting  them  for  specialized  retail 
careers  which,  no  matter  how  well 
they  are  trained,  they  obviously  can¬ 
not  pursue  with  any  degree  of  suc¬ 
cess.  Mr.  Thomas  closes  by  describ¬ 
ing  ways  in  which  present  employees 
in  large  stores  might  profit  from 
evening  classes  made  possible  by  the 
George-Deen  Act.  These  employees 
might  study  typing,  comptometry 
and  other  business  machine  opera¬ 
tion,  sewing,  garment  alteration, 
carpentry,  and  so  forth.  There  might 
also  be  review  classes  in  English 
and  grammar,  and  in  mathematics. 
The  number  of  high  school  gradu¬ 
ates  who  fail  the  simple  arithmetic 
test  given  them  in  the  employment 
offices  of  large  stores  is  regrettable. 
“The  George-Deen  Act,  or  a  hun¬ 
dred  such  acts,  is  not  in  itself  pana¬ 
cea  for  the  present  difficulties  in  pre¬ 
paring  for  and  attracting  into  retail¬ 
ing  a  fair  proportion  of  desirable 
young  business  men  and  women.  A 
lot  of  us  are  going  to  hop  on  the 
bandwagon  next  July,  but  that  band¬ 
wagon  is  not  going  anywhere  with¬ 
out  a  far  greater  measure  of  coopera¬ 
tion  given  by  the  retailer  to  the 
schools.” 


With  the  Help  of  Our  Schools 

By  Dr.  Alexander  Maasell,  Central  Coimiiercial  High  School, 
New  York,  N.  Y. 


With  the  Help  of  Store  Management  in  the  Large  Store 

By  John  W.  Thomas,  R.  H.  Macy  &  Co.,  Inc.,  New  York,  N.  Y. 
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With  the  Help  of  Store  Management  in  the 
Medium-Sized  Store 

Bv  Allan  C.  Duncan,  John  G.  Myers  Co.,  Albany,  N.  Y. 


low  standard  of  require- 
1  nients  in  the  past  for  employ¬ 
ment  in  this  industry  has  attracted 
a  vast  army  of  workers  who  have 
t)ccn  able  to  enter  this  field  with 
little  or  no  preparation  or  experi¬ 
ence.  I'his  was  not  a  serious  con¬ 
sideration  during  the  years  of  rapid 
growth  and  prosperity  in  this  in¬ 
dustry.  I'he  depression  years,  keen 
competition,  governmental  legisla¬ 
tion  of  hnsiness,  changing  habits 
and  modes  of  living,  a  highly  criti¬ 
cal.  well-informed  public  have  all 
brought  new  problems  to  the  indus¬ 
try.  The  retailer  must  meet  these 
conditions  by  a  stronger  presenta¬ 
tion  and  a  broader  api>eal,  by  origi¬ 
nating  new  uses  for  merchandise, 
and  remlering  a  more  intelligent  ser¬ 
vice  that  will  be  accejJtahle  to.  and 
meet  the  refinirements  of,  a  con¬ 
sumer  who  has  l)ecome  a  highly  edu¬ 
cated  connoisseur  of  merchandise 
and  style.” 

Mr.  Duncan  goes  on  to  say  that 
it  should  he  the  ambition  of  the  in¬ 
dustry  to  raise  the  standard  of  liv¬ 
ing  of  its  employed,  to  attract  a 
higher  calibered  worker  to  its  ranks. 
This  would  mean  higher  wage  costs 
and  increased  oi)erating  costs,  unless 
offset  by  a  larger  volume  in  sales 
and  an  elimination  of  the  matiy 
los.ses  now  commonly  attributed  to 
the  inefficiency  of  workers.  'I'here- 
fore.  increasing  the  productivity  and 
efficiency  of  the  employed  through 
an  educational  program,  would  he 
a  ste])  in  the  right  direction.  The 
industry  will  continue  to  advance 
only  as  the  ability  and  ingenuity  of 
its  workers  makes  this  advancement 
jxissible. 

From  the  viewpoint  of  manage¬ 
ment  in  the  medium-sized  store  the 
content  of  a  retail  training  course 
should  be  general  and  fundamental¬ 
ly  basic.  It  should  be  prejiared  from 
a  consumer’s  point  of  view,  with 
the  help  of  the  retailers  of  the  vari¬ 
ous  branches  of  the  trade,  who  are 
in  a  i)osition  to  know  what  knowl¬ 
edge  retail  employees  require.  The 
medium-sized  store  can  coo])erate 
with  the  Board  of  Education  in  its 
district  on  the  same  relative  basis 
as  a  large  store  in  a  big  city.  This 
cooperation  might  take  form  in  the 
following  ways : 

( 1 )  Educators  should  feel  free  to 
call  upon  the  management  of  the 
store  to  give  lectures  to  the  student 
bodies  on  subjects  they  are  particu¬ 


larly  exi)erienced  in.  The  store  could 
furnish  the  instructors  with  samples 
of  merchandise  that  might  help  in 
the  actual  demonstratiim  work  l)e- 
fore  the  students. 

(2)  Actual  merchandising  prob¬ 
lems,  sales,  promotion  i)roblems,  ac¬ 
tual  selling  exj)eriences.  advertising 
problems,  expense  ])roblems,  in  fact 
many  such  exi)eriences  from  the 
store’s  daily  o]K*ration  could  Ije  fur¬ 
nished  instructors  to  he  presented 
to  student  bodies  for  ])ractical  dis¬ 
cussion  and  instruction. 

f3)  Students,  not  already  em¬ 
ployed.  should  he  given  every  con¬ 


sideration  as  opetiings  materialize 
within  the  organization,  the  course 
t)eing  a  requireq;ient  for  employ¬ 
ment.  Students  already  within  the 
organization  should  receive  first  con¬ 
sideration  for  advancement  to  ex¬ 
ecutive  i)Ositions.  This  ixilicy  would 
tend  to  raise  the  morale  of  the  stu¬ 
dents  and  cause  them  to  take  a 
greater  interest  in  their  work,  mak¬ 
ing  them  more  valuable  to  their  or¬ 
ganization. 

In  closing,  Mr.  Duncan  advanced 
that  “the  retail  industry  needs  l)et- 
ter  trained  people.  These  same 
people  are  anxious  for  a  better  train¬ 
ing  and  an  opjwrt unity  to  Income 
more  valuable  to  their  employers. 
The  industry  should  welcome  an 
educational  plan,  and  should  give  it 
whole-hearted  cooixmation.’’ 


With  the  Help  of  Store  Management  in  the  Smaller  Store 

By  D.  Eisenberg,  Tepper  Bros.,  Plainfield,  N.  J. 

Mr.  EISENBERG  began  by  ad-  These  problems  can  l)e  solved 
mitting  that  “one  of  the  most  throuch  cooueration  between  the 


-Lvimitting  that  “one  of  the  most 
disconcerting  problems  of  smaller 
store  management  has  been  the 
proper  training  and  education  of 
personnel. ’’  He  pointed  out  that 
smaller  stores  in  smaller  cities  have 
a  linnted  field  from  which  to  pick 
applicants,  that  the  amount  of 
money  a  smaller  store  can  s|)end  for 
training  is  at  l)est  inadequate  to  cov¬ 
er  needs. 

-At  one  time  the  smaller  store 
boasted  of  the  personal  attention  it 
could  give  t(j  its  customers.  This 
was  when  buying  and  managerial 
duties  were  not  so  complex  as  to 
prevent  close  contact  with  the  ulti¬ 
mate  consumer.  Today,  no  retail 
organization,  large  or  small,  can 
avoid  a  mediocre  result  without  a 
well-e(iuippcd,  well-trained  distri¬ 
buting  and  sales  organization,  'rhis 
is  largely  due  to  the  rapid  increase 
in  consumer  knowledge  of  techni¬ 
cal  qualities  in  products.  Increas¬ 
ingly  easy  access  to  large  stores  in 
large  cities  has  acciuainted  the  con¬ 
sumer  with  a  type  of  sales  service 
that  makes  shopping  a  pleasurable 
event.  The  consumer  is  making 
new'  demands  on  the  small  store  as 
a  result. 

In  the  past  many  small  merchants 
have  modelled  their  training  ])ro- 
grams  after  those  carried  out  in 
large  stores.  This  was  not  only  ex- 
l)ensive,  it  failed  to  meet  the  need 
since  that  need  was  different.  The 
size  of  the  group  to  he  trained  makes 
it  difficult  to  hold  classes  within 
store  hours  without  impairing  ser¬ 
vice. 


These  problems  can  l)e  solved 
through  cooperation  between  the 
small  merchant  and  the  local  schools. 
The  schools  can  give  a  well-rounded 
background  in  retail  history,  in  buy¬ 
ing  and  selling.  In  Plainfield.  Mr. 
I*!i.senl)erg’s  town,  merchants  have 
cooperated  to  some  extent  with  the 
High  School  for  the  past  several 
years.  Through  the  Commercial  De- 
l)artment,  they  have  developed  re¬ 
tail  case  histories  and  problems  in 
the  classroom  with  store  executives 
serving  as  in.structors.  Many  of 
these  students  are  now  regularly 
employed  in  local  stores  and  their 
scholastic  training  has  proven  of 
great  value.  “Such  effort,  more  ex- 
l)ertly  planned  and  directed  will 
show  even  more  profound  results 
than  we  can  visualize  at  present,” 
maintains  Air.  Eisenberg.  “And  in¬ 
asmuch  as  the  problem  of  sales 
training  and  education  is  more  acute 
in  the  smaller  store,  we  should  he 
the  recipients  of  a  greater  jwrtion  of 
the  benefits  to  he  derived  from  such 
an  act.” 

In  closing,  Mr.  Eisenberg  stated 
that  the  smaller  merchants  w'ere 
willing  to  lend  their  supiK)rt  to  the 
George-Deen  program,  to  turn  over 
their  stores  for  use  as  jiractical  class¬ 
rooms  and  to  invite  educators  to 
hell)  solve  problems  of  i)ersonnel 
training  and  education.  “Business 
has  a  function  as  well  as  a  motive. 
'I'he  motive  is  profit,  of  course,  and 
the  function  is  to  serve.  A  l)etter 
profit  comes  through  a  more  efficient 
organization,  which  only  can  come 
through  l)etter  training  and  educa¬ 
tion  of  personnel.” 
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Chairman;  Betsy  A.  Campbell,  The  Halle  Bros.  Co.,  Cleveland,  Ohio 


Wrapping  and  Packing  Employees 

By  Laura  V.  Harter,  Bloomingdale’s,  New  York,  N.  Y. 


That  the  extent  of  demand  for 
service  of  a  store’s  clientele  de¬ 
termines  the  store’s  policy  in 
wrapping  and  packing,  which  in  turn 
forms  the  only  and  prop)er  basis  for 
a  personnel  and  training  program 
for  wrappers  and  packers,  served  as 
Mrs.  Harter’s  premise  in  the  first 
talk  of  the  session.  The  training  and 
review  of  these  employees,  too  long 
neglected  in  most  stores,  should  be 
as  carefully  planned  and  executed 
in  the  future  as  any  other  effort 
which  is  made  to  improve  consumer 
relations. 

The  most  cursory  analysis  and 
listing  of  duties  to  be  performed  by 
the  wrapper  or  packer,  each  func¬ 
tion  involving  varying  complications 
of  store  systems  and  detailed  knowl¬ 
edge  of  materials  and  merchandise, 
is  sufficient  proof,  says  Mrs.  Harter, 
“that  the  job  is  one  for  which  only 
intelligent,  alert  and  capable  persons 
may  be  employed.’’  Personal  qualifi¬ 
cations  required  of  applicants  for 
this  work,  agreed  upon  by  the  Pack¬ 
ing  Department  Manager  and  the 
Employment  Manager,  are  ( 1 )  they 
must  either  be  eighteen  years  of  age 
or  be  as  advanced  mentally  as  the 
average  eighteen  year  old  person, 
(2)  they  must  pass  elementary  in¬ 
telligence  and  arithmetic  tests,  (3) 
they  must  pass  a  physical  examina¬ 
tion  and  have  good  eyesight,  hear¬ 
ing  and  the  strength  to  handle  pack¬ 
ing  materials  and  finished  packages, 
(4)  they  must  be  within  a  certain 
height  to  avoid  strain  from  reaching 
or  stooping  at  the  work.  (5)  they 
must  have  manual  dexterity  and  en¬ 
joy  doing  things  with  their  hands, 
(6)  they  must  take  care  of  details 
w’ith  exactness  and  thoroughness 
and  not  be  susceptible  to  monotony 
in  p>erforming  routine  work. 

In  Bloomingdale’s,  twice  yearly, 
the  Department  Manager  and  Store 
Superintendent  work  out  jointly  the 
ensuing  six  month  personnel  bud¬ 
get.  The  number  of  wrappers  and 
packers,  both  regular  and  extra,  are 
fixed  on  a  basis  of  the  planned  sales 
for  that  period.  Copies  of  this  bud¬ 
get  are  given  the  Employment  De¬ 
partment  and  the  Educational  De¬ 
partment,  in  order  that  they  may 
plan  in.  advance.  If  inexperienced 
people  are  employed  to  meet  the 


budget  the  Employment  Department 
brings  them  in  at  least  five  days 
earlier  than  was  planned,  in  order 
that  they  may  be  trained,  during 
which  period  they  are  paid.  Class¬ 
room  instruction  for  the  wrapper 
takes  at  least  eight  hours,  for  the 
wrapper-cashier  at  least  ten  hours 
and  for  the  packer  ten  hours.  It  is 
estimated  that  it  costs  this  store 
ten  or  twelve  dollars  to  instruct  a 
wrapper  or  packer. 

When  not  in  class  the  beginners 
are  “learning  by  doing’’  at  certain 
wrapping  desks  under  the  surveil¬ 
lance  of  Counsellors  (sponsors). 
Counsellors  are  selected  from  among 
the  regulars  by  the  Department 
Manager  because  they  are  superior 
workers  and  have  the  ability  to  teach 
and  demonstrate.  They  are  instruct¬ 
ed  in  how  and  what  to  teach.  Coun¬ 
sellors  are  not  paid  extra  for  spon¬ 
sor  work  but  it  counts  toward  pro¬ 
motion.  The  number  of  promotions 
among  wrappers  and  packers  is  in¬ 
creasing  as  a  result  of  this  personnel 
program  in  recent  years.  During  the 
past  year  eighteen  employees  have 
been  promoted  from  the  Wrapping 
and  Packing  Division  into  either  the 
Auditing,  Mail  Order,  Telephone 
Order,  Returned  Goods,  Adjust¬ 
ment,  Service  Desk  or  selling  de¬ 
partments.  They  have  proven  better 
fitted  for  their  new  jobs  because  of 
wrapping  and  packing  experience. 

Saturday  morning  meetings  are 
held  by  the  Department  Manager, 


That  delivery  employees  repre¬ 
sent  the  last  contact  between  the 
store  and  the  customer,  that  they 
can  clinch  the  good  will  already  cre¬ 
ated  by  the  store  should  be  kept  in 
mind  as  each  new  applicant  offers 
himself  for  employment,  as  we  de¬ 
termine  his  fitness  for  this  type  of 
work,  as  w^e  plan  the  training  he 
must  undergo  in  preparation  for  this 
job  of  pleasing  the  customer,  was 
pointed  out  by  Mr.  Beatson.  His 
employment  experience  has  im¬ 
pressed  him  with  the  fact  that  the 
selection  of  delivery  employees  is 


and  are  attended  by  the  Educational 
Director.  These  meetings  promote 
higher  standards  of  job  performance, 
greater  uniformity  of  practise,  and 
morale.  Packages  are  selected  at 
random  from  the  delivery  bins,  are 
opened  at  these  meetings  and  the 
work  is  discussed.  Daily,  during 
busy  seasons  a  Supervisor  of  Wrap¬ 
ping  and  Packing  opens  from  30  to 
50  packages,  inspects  them  and  re¬ 
ports  the  results  to  the  Educational 
Department  as  a  basis  for  further 
individual  training. 

Every  six  months  the  Division 
Manager,  the  Department  Manager 
and  the  Employment  Manager  re¬ 
view  each  employee’s  job  record ;  his 
or  her  production,  errors,  com¬ 
plaints,  commendation,  and  atten¬ 
dance.  Ratings  are  given,  promo¬ 
tions  recommended  and  salaries  ad¬ 
justed.  Each  employee  is  inter¬ 
viewed  after  this  review  and  further 
training  often  results. 

In  closing,  Mrs.  Harter  pointed 
out  that  “if  stores  will  realize  that 
on  the  Wrapping  and  Packing  Di¬ 
vision’s  work  and  its  workers  rest 
important  issues — if  stores  will  give 
that  work  enough  space,  equipment, 
personnel,  training,  and  capable,  rea¬ 
sonable,  intelligent  supervision,  they 
will  find  that  many  complaints  will 
be  prevented,  adjustments  reduced, 
merchandise  losses  curtailed,  good 
will  of  customers  increased,  and 
their  reputation  for  good  service  will 
be  enhanced.  Last  but  not  least,  the 
store  will  have  an  enthusiastic,  cap¬ 
able  promotional  group  from  which 
it  can  draw  to  supply  a  worker  in 
almost  any  non-executive  job.” 


influenced  very  largely  by  the  num¬ 
ber  and  type  of  applicants  who  are 
attracted  to  the  Employment  Office, 
back  of  which  stands  the  reputation 
of  your  firm  as  a  desirable  place  in 
which  to  work.  Sources  of  labor 
supply  must  l)e  cultivated  so  that  de¬ 
sirable  applicants  are  referred  to  you 
in  sufficient  quantities  to  permit 
adequate  selection. 

Applicants  for  positions  with  the 
United  Parcel  Service  usually  must 
be  interviewed  twice.  Prospects  file 
a  complete  application  the  first  time 
and  are  interviewed  briefly.  When 


Delivery  Employees 

By  Thomas  J.  Beatson,  United  Parcel  Service 
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called  in  again  the  ai)plicant  must 
take  an  intelligence  test  after  which 
he  is  questioned  at  length  to  de¬ 
termine  his  interest  and  fitness. 
Standards  of  selection  are  developed 
in  two  directions,  one  for  outside 
delivery  employees  and  the  other  for 
inside.  For  outside  delivery,  em¬ 
ployment  standards  specify  (1)  a 
resiK)nsible  man  in  his  twenties  or 
thirties,  (2)  good  appearance,  neat 
and  clean,  (3)  normal  height, 
weight,  eyesight,  hearing,  heart, 
lungs,  hands,  feet  and  carriage,  (4) 
at  least  grammar  school  education, 
capable  of  dealing  with  delivery 
problems  intelligently  and  express¬ 
ing  himself  clearly  and  tactfully,  (5) 
well-mannered  and  cool-headed,  able 
to  take  abuse  wdthout  retort,  (6)  in 
excellent  health  since  he  must  be 
outdoors  in  all  kinds  of  weather, 
climbing  in  and  out  of  his  truck  as 
well  as  up  and  down  flights  of  stairs, 
(7)  exceptional  memory  to  enable 
recall  of  previous  transactions  with 
the  customer,  (8)  a  local  resident, 
living  at  home  with  his  family  and 
not  far  from  his  place  of  employ¬ 
ment,  (9)  ability  to  drive  standard 
makes  of  cars  sufficiently  well  to 
pass  an  exacting  road  test,  (10)  thor¬ 
oughly  trustworthy  since  he  handles 
large  sums  of  money  and  merchan¬ 
dise  of  value,  (11)  truthful  in  state¬ 
ment  and  dependable  in  action.  In 
order  to  judge  these  qualifications, 
the  applicant  must  be  put  at  his 
ease.  The  skillful  interviewer  will 
do  little  talking  but  make  the  appli¬ 
cant  talk  at  length  to  reveal  his  true 
self  through  tone  of  voice,  ability  to 
express  himself  and  general  manner. 

Inside  delivery  employment  stand¬ 
ards  include  (1)  clerical  ability  with 
particular  emphasis  on  handwriting, 
accuracy,  and  use  of  telephone,  (2) 
physical  stamina,  particularly  in  Ixdt 
boys  and  loaders,  since  most  inside 
delivery  employees  are  on  their  feet 
a  great  deal  of  the  time,  (3)  intelli¬ 
gence  above  normal  and  the  posses¬ 
sion  of  good  judgment.  “We  recog¬ 
nize  that  the  above  standards  are 
high  and  not  usually  obtainable  in 
their  entirety.  No  human  being  is 
ever  perfect  and  if  our  training  pro¬ 
gram  is  effective  we  may  be  able  to 
improve  his  performance  through 
time,”  adds  Mr.  Beatson. 

Training  should  begin  immediate¬ 
ly,  for  if  we  accept  training  to  mean 
the  development  of  proper  habits  of 
work  we  should  start  him  off  cor¬ 
rectly.  The  U.  P.  S.  training  plan 
consists  of  pre-job  training  by  the 
Personnel  Department,  training  on 
the  job  by  supervisors  and  continu¬ 


ous  day  by  day  general  training  for 
all  employees.  Pre-job  training  con¬ 
sists  of  a  45-page  manual  on  history 
of  the  organization  and  an  explana¬ 
tion  of  some  methods  and  policies, 
two  training  films  in  one  of  which 
every  phase  of  delivery  operation  is 
pictured  and  in  the  other  of  which 
“The  Measures  of  a  Good  Delivery- 
man”  are  stressed,  a  class  in  which 
systems  and  procedures  are  taught 
and  sample  packages  are  distributed 
for  examination,  a  class  for  outside 
delivery  employees  in  which  major 
rules  and  delivery  instructions  as 
well  as  local  and  State  traffic  regu¬ 
lations  are  taught  from  manuals  and 
on  which  the  new  employee  is  tested. 

Training  on  the  job  is  given  the 
new  worker  by  his  supervisor  and 
by  an  experienced  employee  under 
whom  he  is  placed  until  he  pro¬ 
gresses  in  knowledge  of  the  job  and 
can  carry  on  in  his  own  right. 
“Training  must  be  a  continuous 
process  if  it  is  to  succeed  in  its  goal 
of  developing  correct  habits  of 
work,”  points  out  Mr.  Beatson. 
Daily  inspection  of.drivers  and  help¬ 
ers  to  check  up  on  uniform  appear¬ 
ance  and  personal  cleanliness,  daily 
bulletins  froju  the  training  depart¬ 
ment  hy  which  means  every  rule  and 
regulation  is  reviewed  yearly  are 
both  a  part  of  the  continuous  train¬ 
ing  program.  An  important  training 
objective  with  the  U.  P.  S.  is  the  de¬ 
velopment  of  safety  habits  in  its 
drivers.  Every  driver  involved  in  an 
accident  resulting  in  personal  injury 
is  immediately  suspended  from  duty 
and  must  appear  before  an  accident 
court  tomposed  of  his  Division  Man¬ 
ager,  Department  Manager  and  a 


fellow-employee.  By  means  of  mini¬ 
ature  automobiles  and  charts,  the 
driver  must  explain  to  the  court  just 
how  the  accident  happened.  If  found 
to  Ije  at  fault  by  the  court  he  is 
suspended  from  a  minimum  of  3 
days  to  a  maximum  of  dismissal.  A 
credit  of  2  full  days  on  each  sus¬ 
pension  is  allowed  for  each  year  of 
safe  driving. 

Personnel  activities  conducive  to 
development  of  morale  include  a 
Breakfast  Cluh  which  meets  twice 
yearly  in  each  branch  to  present 
safety  awards  and  prizes  for  careful 
driving,  athletic  leagues  for  bowling 
and  baseball  in  comjx^tition  for  tro¬ 
phies,  entertainments  and  dances, 
and  the  U.P.S.  weekly  paper,  “The 
Big  Idea.”  Drivers  and  helpers 
work  under  a  bonus  system  which 
enables  them  to  increase  earnings 
with  efficiency.  Salaries  and  job  per¬ 
formance  are  reviewed  twice  yearly 
by  the  Personnel  Department  in  con¬ 
junction  with  the  Department  Man¬ 
ager.  Increases  and  promotions  are 
based  on  merit.  As  an  aid  to  these 
reviews  inside  employees  are  rated 
as  to  i)ersonal  appearance,  accuracy, 
quality  of  work,  speed  of  work,  re¬ 
liability,  judgment,  ambition,  lead¬ 
ership  and  initiative. 

“The  proper  selection  and  train¬ 
ing  of  delivery  employees  has  one 
end,  the  building  and  maintaining  of 
an  efficient  working  force  capable  of 
giving  service  of  a  high  order  to  the 
store’s  customers,”  stated  Mr.  Beat- 
son  in  closing.  “In  return  for  his 
services  the  employee  is  entitled  to 
fair  and  considerate  treatment  with 
opportunity  for  advancement  ac¬ 
cording  to  his  capability.” 


Adjustors  and  Other  Office  Employees 

By  Grace  Cheney,  R.  H.  Macy  &  Co.,  Inc.,  New  York,  N.  Y. 


MISS  CHENEY  explained  that 
the  Bureau  of  Adjustment  at 
Macy’s  is  responsible  for  handling 
all  mail  and  telephone  communica¬ 
tions  whether  they  involve  orders  or 
complaints.  By  division  it  is  com¬ 
posed  of  the  Telephone  Room,  the 
Mail  Order  Department,  the  Ad¬ 
justment  Department,  and  the 
Correspondence  Department.  All 
these  departments  have  a  very  defi¬ 
nite  connection  one  with  another  hut 
each  requires  very  different  qualifi¬ 
cations,  since  in  each  there  are  sim¬ 
ple  routine  jobs  for  a  junior  person, 
jobs  requiring  persons  of  greater 
intelligence  and  some  with  quite 
mature  judgment.  This  variety  in 


tyi^e  of  joh  and  individual  required 
for  each  makes  personnel  work  in 
this  department  exceptionally  chal- 
lenging. 

“We  have  an  average  payroll  of 
alK)ut  350  people,  about  two-thirds 
of  whom  are  on  so-called  senior 
jobs.  The  remaining  third  are  do¬ 
ing  very  simple  clerical  work,  sort¬ 
ing  and  filing,  for  which  our  most 
stringent  requirement  is  age.  We 
are  making  particular  effort  to  em¬ 
ploy  junior  people  for  these  junior 
jobs,  people  who  can  in  a  few  years 
be  promoted  to  jobs  of  greater  re¬ 
sponsibility  and  of  greater  earning 
power.  We  feel  it  is  not  wise  on  a 
long  term  basis  to  employ  as  a  file 
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clerk,  a  jjerson  whose  capabilities 
will  limit  her  to  remaining  always  a 
file  clerk.  A  girl  17,  18  or  19  years 
old  will  be  satisfied  on  a  dull  unin¬ 
teresting  job  at  a  junior  salary  for 
a  year  or  two,  but  then  she  feels  that 
her  age  and  experience  detnand  bet¬ 
ter  earnings.  Therefore  for  these 
jobs  we  are  not  concerned  with  ex¬ 
perience  and  not  with  education  ex¬ 
cept  as  it  affects  her  promotional 
possibilities.  Our  aim  here  is.  of 
course,  to  have  a  constant  turnover, 
caused  naturally  by  jironiotion 
rather  than  liecause  employees  leave 
due  to  dissatisfaction  with  the  job 
and  earnings,”  said  Miss  Cheney. 

The  requirements  for  the  several 
senior  jobs  in  the  de]>artment  are  by 
far  the  most  varied  :  (1  "I  age  is  not 
a  consideration  provided  an  indi¬ 
vidual  has  the  other  requisites  of 
the  job,  requisites  which  are  more 
commonly  found  in  a  ])erson  over  21 
years.  (2)  experience  plays  a  large 
part  in  the  selection  of  order  and 
adjustment  telephone  oix'rators  and 
it  is  found  that  a  girl  who  is  married 
and  has  kept  house  has  better  mer¬ 
chandise  knowledge  than  a  girl  who 
is  just  out  of  school  while  probably 
the  most  ideal  person  is  one  who  has 
had  considerable  and  varied  selling 
experience,  (3)  an  adjustor  must 
have  a  capacity  for  absorbing  detail, 
must  in  addition  have  a  deductive 
and  analytical  mind  to  reason  out 
each  situation,  it  having  been  dis¬ 
covered  that  a  per.son  who  has 
majored  in  mathematics  or  the 
sciences  at  school  makes  a  much 
better  adjustor  than  one  who  .spe¬ 
cialized  in  English  or  history,  (4) 
an  imaginative,  creative  person,  with 
some  writing  ability  is  needed  for 
the  Corres|x>ndence  Division  since 
she  must  be  able  to  exjiress  herself 
easily  in  words  in  an  informal  style, 
must  have  verbal  facility  which  is 
the  result  not  of  age  and  experience 
but  rather  of  education  and  aptitude. 

Every  person  who  is  employed 
for  the  Bureau  of  Adjustments  is 
given  a  lecture  covering  rules  and 
regulations  of  interest  to  the  new 
j)erson  as  well  as  a  very  brief  ex¬ 
planation  of  the  fundamental  poli¬ 
cies  of  the  store.  The  function  of 
the  department  is  then  explained 
with  particular  emphasis  on  the  im¬ 
portance  of  their  individual  job  in 
the  general  picture.  .\t  the  comple¬ 
tion  of  the  introductory  training, 
each  individual  is  introduced  to  her 
immediate  supervisor  in  the  depart¬ 
ment.  Initial  training  as  outlined  is 
done  in  every  non-selling  department 
where  there  is  a  training  supervisor. 


In  other,  smaller  non-selling  divi¬ 
sions  the  complete  training  job  is 
done  by  a  six)nsor  or  supervisor  in 
the  dejiartment  itself.  “The  theory  on 
which  our  training  is  done  is  to  give 
the  individual  as  little  detail  in  the 
initial  training  period  as  possible. 
The  trend  in  all  of  our  non-selling 
departments  has  been  towards  sim¬ 
plification  of  initial  training.  I  am 
convinced  that  half  of  what  is  told 
an  individual  in  the  first  two  or 
three  days  is  forgotten  in  her  excite¬ 
ment  and  confusion.  In  some  divi¬ 
sions  we  even  sort  and  separate  the 
work  so  that  a  new  |x;rson  will  only 
handle  that  part  of  the  work  for 
which  she  is  trained.  In  this  way 
she  gets  thoroughly  grounded  on  the 
fundamental  principles  of  her  job 
and  not  until  she  has  these  down 
pat,  is  she  trained  on  the  more  com¬ 
plicated  aspects.  It  usually  means 
one  week  in  training,  one  week  on 
the  job,  back  to  training,  etc.,  until 
she  has  learned  her  job  in  its  en¬ 
tirety.  The  whole  training  process 
may  take  in  this  case  nearly  six  or 
seven  weeks.”  explained  Miss 
Cheney.  By  following  this  method 
of  initial  training  the  store  has  re¬ 
duced  considerably  the  total  training 
time  for  any  given  job  in  the  de¬ 
partment.  A  person  absorbs  infor¬ 
mation  beyond  her  immediate  job 
and  this  makes  the  further  training 
much  simpler,  and  permits  elimina¬ 
tion  along  the  line  of  people  who  are 
not  qualified  for  the  job.  with  a  mini¬ 
mum  waste  of  time  and  money. 

This  store  follows  the  same  pro¬ 
cedure  for  the  semi-annual  non-sell¬ 
ing  personnel  reviews  as  it  follows 
on  its  selling  floors.  The  depart¬ 
ment  is  viewed  as  a  whole,  each  in¬ 
dividual  is  considered  as  an  individ¬ 
ual  as  well  as  in  her  relationship  to 
the  rest  of  the  group,  each  person  is 
rated  on  production,  accuracy  and 
attendance.  In  addition  there  are 
things  not  proven  by  figures  which 
are  equally  important,  questions  of 
attitude  and  cooperation  so  impor¬ 
tant  in  any  working  group,  factors 
affecting  the  harmony,  the  efficiency 
and  the  morale  of  any  department. 
The  review  gives  consideration  to  a 
person’s  promotional  possibilties.  To 
what  extent  is  she  promotional?  Is 
she  promotional  to  a  supervisory  job 
of  some  kind  or  simply  to  another 
staff  job  with  more  responsibility? 
.\re  there  obvious  factors  which 
might  limit  her  placement,  such  as 
appearance  ?  These  qttestions  are 
answered  by  the  people  who  know 
her  best  and  are  closest  to  her  work, 
her  immediate  supervisor  as  well  as 


the  person  in  charge  of  her  division. 
In  addition,  on  the  reviewing  com¬ 
mittee  there  are  the  assistant  per¬ 
sonnel  manager,  who  conducts  the 
reviews,  the  department  manager 
and  his  assistant  and  the  training 
and  employment  re])resentatives. 
Keeping  in  mind  all  the  factors  enu¬ 
merated  above,  the  reviewing  com¬ 
mittee  will  make  their  recommenda¬ 
tion.  One  of  the  several  recommen¬ 
dations  may  lx  made  for  a  satisfac¬ 
tory  jxrson.  Salary  adjustment  is 
one  of  the  most  im])()rtant  review 
functions.  As  an  individual’s  job  is 
rated  in  comparison  with  others  do¬ 
ing  the  same  work,  so  that  person’s 
salary  must  lx‘  comj)ared  witli  otliers 
who  have  the  same  rating.  .Ml  fac¬ 
tors,  including  lengtii  of  em])l(n- 
ment,  must  be  considered  as  well. 

The  unsatisfactory  person  is  an¬ 
other  problem  arising  at  the  reviews. 
One  of  several  things  can  lx-  done  in 
these  cases :  transfer,  lay  off,  or  re¬ 
tention  on  the  job  while  attemjxing 
to  improve  the  (juality  of  her  work. 
The  new  person  who  is  not  satis¬ 
factory  does  not  receive  as  much 
thought  and  consi<leration  as  a  per¬ 
.son  of  longer  employ numt.  A  person 
whose  record  sliows  re]x*ated  fail¬ 
ures  at  several  tyjx-s  of  job  is  ]irob- 
ably  an  undesirable  employee.  ( )n 
the  other  hand  an  individual  who.se 
record  over  a  period  of  years  has 
been  good  until  recent  months  pre- 
.sents  a  very  different  problem.  It  is 
important  in  the.se  ca.ses  to  have 
some  knowledge  of  home  conditions, 
of  personalities  in  the  group,  con¬ 
sidering  here  any  change  in  super¬ 
vision,  working  conditions  aixl  the 
kind  of  work.  If  these  conditions 
are  felt  to  be  the  cause  for  unsatis¬ 
factory  work  an  individual  may  be 
straigbtened  out  in  time  by  intelli¬ 
gent  handling.  Whatever  the  recom¬ 
mendation  might  be.  it  is  highly  im¬ 
portant  that  the  iiulividual  be  told 
by  someone  exactly  what  his  status 
is  after  each  personal  review.  W  ho 
tells  them  is  actually  unimportant, 
provided  it  is  tactfully  and  honestly 
done.  In  some  cases  it  is  the  training 
representative  and  in  others  the 
supervisor  of  the  division,  who  is 
responsible  for  these  interviews. 
Because  of  the  detailed  technical 
knowledge  of  so  many  of  the  jobs 
in  a  non-selling  department  in  many 
cases  a  supervisor  is  the  only  one 
qualified  to  discuss  criticisms  of  the 
job. 

Close  cooperation  is  necessary  Ix- 
tween  the  Personnel  Division  and 
the  operating  people.  The  depart¬ 
ment  manager  is  dependent  upon  the 
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Eiiii)loynient  Office  for  the  quality 
of  the  people  for  his  department. 
The  standard  of  work  in  a  division 
is  as  liigh  as  that  of  the  individual 
doing  the  job.  On  the  other  hand  it 
is  essential  to  the  employment  inter¬ 
viewer  to  have  a  clear  picture  from 
the  operating  people  as  to  just  what 
tliey  require  and  expect  from  their 
employees.  Training  is  the  next 
point  on  which  full  cooperation  Ix?- 
tween  these  divisions  is  essential. 
.Assuming  that  the  selection  is  satis¬ 
factory  good  training  is  apparent 
from  the  first  moment  a  new  group 
starts  work.  If  they  are  well 
grounded  on  the  fundamentals,  even 
their  questions  show  a  clear  under¬ 
standing  of  their  responsibilities 
ratlier  than  a  complete  lack  of 
knowledge. 


In  concluding,  Miss  Cheney  said, 
“I  believe  the  most  important  factor 
in  the  effective  operation  of  the  per¬ 
sonnel  work  of  this  department  lies 
in  the  fact  that  the  duties  of  employ¬ 
ment  and  training  have  been  central¬ 
ized  in  one  individual.  While  this 
person  is  a  member  of  the  personnel 
division,  she  is  located  in  the  de¬ 
partment.  With  the  double  respon¬ 
sibility  for  hiring  and  training,  one 
is  able  to  exercise  a  much  more  in¬ 
telligent  control  over  the  progress  of 
any  employees  from  the  time  they 
are  interviewed  until  they  go  on  the 
job.  Through  constant  contact  with 
department  executives  Ixith  at  staff 
meetings  and  on  the  job,  it  is  possi¬ 
ble  to  keep  thoroughly  informed  on 
the  operating  performance  and  prob¬ 
lems  of  the  department.” 


Receiving  and  Marking  Employees 
By  Prior  Pray,  B.  Altman  &  Co.,  New  York,  N.  Y. 


Mr.  pray  began  his  address 
with  an  indictment  of  personnel 
practice  as  it  relates  to  receiving  and 
marking  employees  in  many  stores. 
He  pointed  out  that  the  selection 
process  has  lx?en  merely  one  of  giv¬ 
ing  the  applicant  who  fulfills  none 
of  the  requirements  for  selling  a  job 
in  the  receiving  department.  Train¬ 
ing  of  the  newly  employed  worker 
has  been  largely  that  of  allowing 
him  to  gather  the  facts  as  he  goes 
along,  facts  which  may  or  may  not 
l)e  correct  and  certainly  not  present¬ 
ed  with  the  clarity  and  emphasis  pos¬ 
sible  in  a  planned  and  supervised 
training  program.  The  personnel  re¬ 
view  of  these  employees  is  even  more 
simple  in  most  stores  and  is  strictly 
seasonal.  It  occurs  immediately 
after  the  receiving  department  mana¬ 
ger  has  been  instructed  to  reduce  his 
payroll  and  is  not  particularly  en¬ 
joyable  either  to  the  executive  or 
the  employee  who  is  discharged. 

The  speaker  pointed  out  that  these 
things  need  not  and  should  not  be. 
Selection  standards  for  receiving 
and  marking  employees  should  in¬ 
clude  (1)  age  between  18  and  22, 

(2)  physical  condition  above  aver¬ 
age,  (3)  minimum  education  of 
grammar  school  and  maximum  edu¬ 
cation  of  high  school  except  for  a 
limited  number  engaged  specifically 
for  executive  promotion,  (4)  ability 
to  pass  an  elementary  intelligence 
test  as  well  as  a  manual  dexterity 
test.  The  second  part  of  the  selec¬ 
tion  process  which  is  the  interview 
depends  entirely  upon  the  capability 
of  the  employment  manager,  his  un¬ 


derstanding  of  the  work  and  require¬ 
ments  of  the  receiving  and  marking 
departments,  and  his  willingness  to 
give  as  much  emphasis  to  the  selec¬ 
tion  of  employees  for  work  behind 
the  scenes  as  to  the  selection  of 
salespeople. 

The  speaker  stated  that  the  allo¬ 
cation  of  the  training  resjxinsibility 
in  this  department  is  unimportant  as 
long  as  a  capable  person  with  a 
sound  working  knowledge  of  the  job 
is  assigned  to  the  work  on  a  full¬ 
time  l)asis.  In  B.  Altman  &  Com¬ 
pany  the  initial  training  and  follow¬ 
up  are  the  responsibility  of  the 
training  department.  Their  sched¬ 
ule  includes  first,  a  class  in  which 
store  policies,  history,  employee 
rules  and  regulations  are  consid¬ 
ered  ;  secondly,  two  hours  of  instruc¬ 
tion  on  receiving  department  work 
in  which  four  manuals  (general  re¬ 
ceiving  department,  marking,  check¬ 
ing,  and  ready-to-wear  marking) 
serve  as  the  basis  for  classroom 
work.  The  training  department  rep¬ 
resentative  spends  most  of  the  day 
in  the  receiving  rooms  with  newly 
employed  workers,  answering  ques¬ 
tions.  explaining  variations  of  pro¬ 
cedures  which  may  occur  with  cer¬ 
tain  types  of  merchandise  and  point¬ 
ing  out  practical  examples  of  prob¬ 
lems  discussed  in  the  classroom. 

In  preparation  for  personnel  re¬ 
views,  receiving  and  marking  em¬ 
ployees  should  be  rated  by  three 
different  executives,  the  department 
manager,  his  assistant  and  the  divi¬ 
sion  head.  The  rating  should  meas¬ 
ure  (1)  production,  (2)  accuracy, 
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(3)  quality  of  work;  job  knowledge, 
jiulgment,  quality  of  finished  prod¬ 
uct,  customer  or  outside  contact, 

(4)  cooperation,  (5)  appearance, 
(6)  flexibility.  Ratings  should  be 
made  in  terms  of  “exceptional,” 
“satisfactory”  or  “unsatisfactory” 
and  space  provided  for  explanation 
of  these  ratings.  The  actual  review 
should  be  held  by  the  personnel  di¬ 
rector,  the  training  director,  the  di¬ 
vision  head  and  the  department 
manager. 

Store  executives  who  are  con¬ 
cerned  at  the  present  time  with  em¬ 
ployee  relations  should  turn  at  otice 
to  non-selling  departments  such  as 
Receiving  and  Marking.  Here  they 
will  find,  in  most  cases,  a  specialized 
grouj)  working  for  a  wage  which  is 
generally  lower  than  that  paid  for 
selling,  on  difficult  and  monotonous 
jobs,  under  conditions  too  often  not 
jdeasant.  This  does  not  mean  that 
the  responsibilities  of  the  receiving 
department  manager  in  personnel 
supervision  are  to  be  minimized. 
His  is  still  the  primary  responsibili¬ 
ty  for  maintaining  satisfactory  work¬ 
ing  relations  in  his  department,  and 
general  management  today  cannot 
afford  to  condone  any  failure  on  his 
]iart  to  do  so. 

A  periodic  and  thorough  survey 
should  be  made,  by  someone  not  in 
the  operating  end  of  the  store  work, 
of  working  conditions  in  this  and  all 
other  non-selling  departments.  This 
survey  should  give  special  attention 
to  heat,  light,  air,  rest-rooms  and 
drinking  water  facilities  and  locker 
accommodations.  In  reviewing 
working  conditions,  equipment  and 
tools  are  too  often  overlooked.  “It 
is  usually  safe  to  assume  that  the 
average  employee  is  willing  to  do  a 
day’s  work  if  we  will  let  him,”  points 
out  Mr.  Pray.  But  we  stand  in  his 
way  when  we  do  not  give  him  a 
hand-truck,  a  chisel,  a  wheeler,  a 
ladder  or  some  other  tool  needed  to 
complete  the  work  at  hand.  Broken 
or  inadequate  equipment  acts  as  an 
effective  damper  on  the  individual’s 
enthusiasm  for  his  work. 

In  closing  Mr.  Pray  pointed  out 
that  several  stores  are  using  wage 
incentive  plans  in  receiving  and 
marking  departments  which  are 
based  upon  individual  group  pro¬ 
duction,  but  that  there  is  no  plan 
yet  developed  which  has  received 
general  approval  or  adoption.  The 
question  of  the  most  effective  com¬ 
pensation  plan  must  be  answered  in 
the  near  future  by  store  management 
and  must  be  one  of  particular  inter¬ 
est  to  the  personnel  division. 
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Improving  Consumer  Relations 


Chairman:  Ruth  Chapin,  Wm.  Hengerer  Company,  Buffalo,  N.  Y. 

The  Panel: 

Merchandise  Manager:  J.  P.  Toole,  Wieboldt  Stores,  Inc.,  Chicago,  111. 

Sales  Promotion  Manager:  B.  Lewis  Posen,  Hochschild,  Kohn  &  Co., 

Baltimore,  Md. 

Buyer:  William  M.  Browne,  J.  N.  Adam  &  Co.,  Buffalo,  N.  Y. 

Section  Manager:  William  G.  Ridgway,  Jr.,  Strawhridge  &  Clothier, 
Philadelphia,  Pa. 

Training  Director:  Helen  Sweat,  Ahraham  &  Straus,  Brooklyn,  N.  Y. 

Training  Representative:  Martha  Scudder,  L.  Bamberger  &  Co., 
Newark,  N.  J. 


IN  her  opening  remarks  Chairman 
Chapin  explained  that  the  panel 
technique  had  been  adopted  for 
this  session  because  the  theme  pre¬ 
sented  so  many  unanswered  ques¬ 
tions.  It  w’as  not  the  hope  of  the 
program  committee  to  find  answers, 
but  rather  to  stimulate  discussion, 
first,  among  members  of  the  panel 
who  represent  those  executives  con¬ 
cerned  with  selling  in  any  store,  and 
later,  l>etween  the  audience  and 
panel  members. 

To  what  extent  do  stores  recog¬ 
nize  a  customer  s  rights? 

The  first  question  was  referred  to 
the  Merchandise  Manager  who  de¬ 
fined  the  word  “right”  as  a  just  and 
proper  claim  or  title  to  anything. 
He  admitted  that  there  was  a  grow¬ 
ing  realization  on  the  part  of  con¬ 
sumers  generally  that  they  have  cer¬ 
tain  rights  in  the  purchase  of  com¬ 
modities  beyond  long  recognized 
right  to  services,  that  general  con¬ 
sumer  education  and  research  was 
of  growing  significance  to  stores.  To 
be  specific,  today’s  customer  has  the 
right  to  enter  our  store,  the  right  to 
buy,  as  well  as  the  right  to  protec¬ 
tion  in  what  she  buys.  Stores  them¬ 
selves  are  responsible  for  having  de¬ 
veloped  an  expectation  in  the  cus¬ 
tomer’s  mind  that  she  is  entitled  to 
further  special  rights  such  as  style 
rightness  and  the  right  to  select 
from  an  adequate  assortment  of 
sizes,  colors  and  materials.  Obvious¬ 
ly,  a  customer’s  Interpretation  of  her 
special  rights  will  vary  according  to 
the  store  in  which  she  is  shopping 
since  every  store  attempts  to  impress 
up)on  the  public  its  own  peculiar  or 
individual  ability  to  .satisfy  custom¬ 
ers.  This  is  an  essential  feature  in 


the  competitive  system  of  our  coun- 
try. 

The  Sales  Promotion  Manager 
outlined  the  extent  to  which  his  di¬ 
vision  of  store  operation  had  con¬ 
tributed  to  the  variation  in  the  con¬ 
sumer’s  interpretation  of  her  rights. 
Certainly,  over  a  period  of  time  any 
store  through  its  advertising  creates 
for  itself  a  personality.  This  is 
particularly  true,  of  course,  if  there 
is  consistency  in  the  store’s  publi¬ 
city  policy.  Beyond  this,  the  adver¬ 
tising  of  a  store  obligates  its  mer¬ 
chandising  executives  to  be  con¬ 
stantly  concerned  with  assortment. 
The  sales  promotion  division  takes 
credit  for  no  small  part  of  consumer 
education,  since  through  advertising 
the  customer  is  able  to  translate 
general  merchandise  information 
gained  from  newspapers  and  fashion 
magazines  into  terms  of  specific  mer¬ 
chandise. 

What  does  today's  customer  ex¬ 
pect  from  the  salesperson? 

The  chairman  advanced  the  opin¬ 
ion  that  the  successful  operation  of 
a  store  was  not  only  dependent  up¬ 
on  a  recognition  of  customer’s  rights 
by  major  executives,  but  was  also 
dependent  upon  the  translation  of 
that  policy  into  employee  actions.  It 
is  not  the  Merchandise  Manager  or 
the  Sales  Promtion  Manager  who 
meets  the  customer  as  she  enters  the 
store.  It  is  the  salesperson.  There¬ 
fore,  what  has  she  a  right  to  expect 
of  the  salesperson? 

The  Section  Manager  volunteered 
that  stores  have  trained  their  cus¬ 
tomers  to  expect  from  salespeople 
prompt  and  constant  attention,  at¬ 
tractive  appearance,  pleasant  voice 
and  manner  and  correct  speech.  To¬ 


day,  because  of  increased  knowledge, 
customers  are  becoming  more  and 
more  aware  of  the  salesperson’s 
failure  to  know  her  merchandise 
well,  are  often  suspicious  of  scanty 
or  misleading  information  and  are 
more  susceptible  to  selling  appeals 
which  are  based  upon  fundamental 
knowledge  of  merchandise. 

At  this  point  the  Training  Direc¬ 
tor  injected  the  opinion  that  many 
stores  defeat  their  own  purpose  by 
permitting  detailed  stock  or  record 
work  to  interfere  with  notice  of  and 
attention  to  the  customer.  She 
charged  the  Merchandise  Manager 
with  the  failure  of  many  salespeople 
to  give  prompt  and  constant  atten¬ 
tion,  since  it  is  for  his  division  of 
work  that  much  of  this  routine  must 
be  carried  out.  In  defense,  tbe  Mer¬ 
chandise  Manager  explained  that 
neither  he  nor  any  other  merchandis¬ 
ing  executive  would  be  guilty  of 
considering  routine  work  assigned 
to  the  salesperson  as  important  as 
selling.  He  admitted,  however,  that 
such  situations  can  arise  through  a 
lack  of  efficient  organization  in  any 
department. 

The  Buyer  was  willing  to  should¬ 
er  the  blame  for  much  of  this  criti¬ 
cism.  He  felt  that  the  average  buy¬ 
er  lacked  an  organization  conscious¬ 
ness  necessary  to  successful  depart¬ 
ment  supervision,  that  the  buyer 
was  too  often  willing  to  shift  that 
responsibility  to  another  executive. 
Furthermore,  many  buyers  being  ex¬ 
tremely  exjjense-conscious  are  too 
short-sighted  to  realize  that  several 
more  hands  and  feet  on  the  payroll 
would  soon  pay  for  themselves  in 
completing  quickly  routine  stock  and 
record  work  in  order  to  free  all  em- 
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ployees  for  active  and  aggressive 
selling. 

The  Section  Manager  then  de¬ 
plored  the  fact  that  payroll  budgets 
too  closely  follow  last  year’s  selling 
results.  This  in  itself  tends  to  con¬ 
trol  and  limit  the  selling  potentiali¬ 
ties  of  any  department. 

W  hat  is  the  essential  merchan¬ 
dise  information  to  tvhich  the  cus¬ 
tomer  is  entitled? 

The  Training  Representative 
maintained  that  among  the  essen¬ 
tials  must  be  information  concern¬ 
ing  materials,  construction,  durabili¬ 
ty,  use  and  trend.  Any  one  or  sev¬ 
eral  of  these  points  can  and  should 
serve  as  the  focal  selling  point.  The 
Training  Director  added  that  we 
should  not  be  too  much  concerned 
with  whether  the  customer  asks  for 
this  information  or  the  salesperson 
volunteers  it.  In  her  opinion  the  suc¬ 
cessful  sale  is  a  combination  of  the 
two.  After  the  salesperson  deter¬ 
mines  the  type  of  merchandise 
wanted  by  the  customer,  selects  and 
presents  an  example,  the  sale  then 
follows  smoothly  and  easily  as  long 
as  the  salesperson  has  basic  infor¬ 
mation  at  her  finger-tips.  The  Buy¬ 
er  then  contended  that  stores  should 
be  much  more  concerned  with  keep¬ 
ing  salespeople  abreast  of  custom¬ 
ers  in  their  growing  knowledge  of 
products.  He  described  a  plan  which 
has  been  followed  by  the  leading  de¬ 
partment  stores  in  Buffalo  through 
which  salespeople  have  been  trained 
in  the  local  art  museum  on  funda¬ 
mentals  of  textiles,  color,  line,  de¬ 
sign  and  construction.  The  Train¬ 
ing  Director  illustrated  this  lack  of 
foresight  in  many  stores  by  telling 
of  her  experience  with  a  can  opener 
which  she  recently  bought.  She 
needed  a  can  opener  and  is  certain 
that  she  has  a  good  one,  but  still 
does  not  know  how  to  use  it.  Until 
stores  realize  that  the  customer  has 
a  right  to  get  maximum  satisfaction 
in  every  purchase,  there  can  be  no 
improved  consumer  relations. 

What  executives  are  responsible 
for  seeing  that  the  salesperson  is 
prepared  to  give  essential  mer¬ 
chandise  information  and  what  is 
the  extent  of  their  individual  re¬ 
sponsibility? 

The  Buyer  maintained  that  it  was 
his  responsibility  to  give  salespeo¬ 
ple  every  single  bit  of  information 
that  he  could  possibly  gather  about 
the  merchandise  w-hich  he  has 
bought,  that  frequently  this  requires 
daily  meetings  with  salespeople.  The 
buying  job  is  relatively  easy  if  the 
selling  job  is  well  done,  and  the 


latter  is  well  done  only  to  the  ex¬ 
tent  to  which  the  buyer  continually 
feeds  salespeople  information.  He 
advanced  the  theory  that  the  entire 
problem  of  selling  training  should 
be  placed  upon  the  shoulders  of  the 
buyer  even  though  he  or  she  might 
need  to  be  supplemented  on  the  buy¬ 
ing  side.  Rather  than  take  from,  this 
adds  to  the  importance  of  the  train¬ 
ing  department,  since  it  establishes 
a  store-wide  standard  of  training, 
the  maintenance  of  which  is  the  con¬ 
stant  concern  of  the  training  staff. 
The  buyer,  in  planning  the  selling 
training,  must  confer  with  the  train¬ 
ing  department  as  to  method  just 
as  he  must  confer  with  the  sales 
promotion  manager  as  to  his  adver¬ 
tising  or  display,  and  must  confer 
with  the  merchandise  manager  as  to 
his  investment  and  selection  of  mer¬ 
chandise. 

The  Merchandise  Manager  agreed 
with  the  Buyer  in  his  statements 
concerning  the  training  responsibili¬ 
ty  of  merchandising  executives.  He 
feels  that  it  is  his  own  job  to  coor¬ 
dinate  and  supervise  the  training 
done  by  the  buyers  under  him.  He 
also  considers  it  his  responsibility 
to  supplement  buyers  that  may  be 
weak  as  teachers  but  can  be  im¬ 
proved  with  his  and  the  training  de¬ 
partment’s  help.  The  merchandise 
manager  owes  it  to  the  training  di¬ 
rector  to  post  her  periodically  upon 
the  training  effectiveness  of  each  of 
his  buyers.  On  his  own,  the  mer¬ 
chandise  manager  must  do  division¬ 
wide  training  as  it  is  necessary  to 
make  vital  the  merchandise  and  ser¬ 
vice  policies  of  the  store,  and  as  it 
is  necessary  to  provide  groups  of 
employees  with  incentive  and  mor¬ 
ale. 

The  Sales  Promotion  Manager 
felt  that  his  division  was  responsible 
for  feeding  the  training  department 
and  the  two  supervising  executives, 
the  buyer  and  the  section  manager, 
with  information  concerning  fashion 
and  trend.  Unless  this  information 
is  passed  on  to  salespeople  and  illus¬ 
trated  with  specific  articles  of  mer¬ 
chandise,  the  consumer  is  denied 
one  of  her  rights.  He  expressed 
the  thought  that  the  sales  promo¬ 
tion  staff  were  the  consumer’s  rep¬ 
resentatives  in  the  store  and  as  such 
should  be  used  by  other  store  execu¬ 
tives  to  pre-determine  reaction  to 
merchandise  and  to  service.  The 
Training  Director  interrupted  to  dis¬ 
agree  with  this  point,  at  least  to 
the  extent  that  customer  reaction 
was  an  important  yard-stick  used 
also  by  a  good  training  department. 


■  In  defining  her  responsibility,  the 
Training  Director  felt  that  she  was 
responsible  for  all  the  training  that 
is  done  in  her  store.  Whoever  hap¬ 
pens  to  do  a  certain  piece  of  train¬ 
ing  is  immaterial.  In  the  store  where 
buyers  are  extremely  active  in  teach¬ 
ing,  the  standard  for  training  is  that 
much  higher  and  the  training  direc¬ 
tor’s  work  is  that  much  more  clear¬ 
ly  defined  for  her.  She  further  be¬ 
lieves  that  she  and  her  staff  are  re¬ 
sponsible  for  establishing  a  job 
standard  for  every  new  employee  as 
well  as  a  proper  job  attitude.  One 
of  the  most  important  jobs  of  train¬ 
ing  is  that  of  making  employees 
“want  to  know’’.  With  this  accom¬ 
plished  the  self-training  seed  has 
been  planted  and  can  reap  a  profita¬ 
ble  harvest. 

The  Training  Representative  ex¬ 
plained  that  the  most  important  part 
of  her  work,  to  her  mind,  was  one 
of  judging  the  degree  to  which 
training  has  been  absorbed  by  in¬ 
dividual  salespeople.  This  necessi¬ 
tates  follow-up  with  each  salesper¬ 
son.  Less  and  less  is  her  work  a 
matter  of  group  meetings  and  class¬ 
es,  and  more  and  more  is  it  a  matter 
of  increasing  individual  production 
through  increased  individual  knowl¬ 
edge.  Related  to  this  is  the  matter 
of  providing  personal  incentives.  A 
prerequisite  to  this  is  complete  and 
objective  information  concerning  the 
individual,  her  strengths,  her  weak¬ 
nesses,  her  successes,  her  failures 
and  her  personal  ambitions. 

The  Section  Manager  felt  that  his 
greatest  contribution  to  training  was 
also  largely  an  individual  matter.  He 
must  be  the  judge  of  efficiency  in 
each  employee.  He  must  also  make 
it  possible  for  employees  to  feel  that 
their  selling  opportunity  is  never 
impaired  and  in  turn  their  opportu¬ 
nity  to  better  themselves  is  a  matter 
of  concern  to  management. 

How  can  a  coordinated  effort  of 
these  executives  be  achieved? 

In  the  opinion  of  the  Merchan¬ 
dise  Manager,  the  coordinated  ef¬ 
fort  of  these  executives  can  only  be 
achieved  through  continuous  execu¬ 
tive  conferences.  At  regular  inter¬ 
vals  the  very  executives  represented 
at  this  panel  must  be  brought  to¬ 
gether  to  discuss  the  selling  prob¬ 
lems,  to  make  plans  and  to  measure 
the  results  of  plans.  Other  members 
of  the  panel  emphasized  the  point 
that  in  many  stores  plans  were  made 
without  the  participation  or  knowl¬ 
edge  of  the  training  department,  and 
all  agreed  that  this  was  probably  the 
most  important  reason  why  service 
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in  stores  was  as  weak  as  it  often  is. 

The  Training  Representative 
maintained  that  to  no  one  in  the 
store  was  it  more  important  than  to 
the  training  executives  to  know  what 
it  is  that  management  wants  and 
proposes  to  do.  Unless  the  people 
who  are  continually  teaching  and 
setting  job  standards  are  in  on  the 
making  of  plans,  their  effort  and 
their  viewpoint  is  decidedly  dis¬ 
torted. 

What  is  the  relationship  between 
training  and  supervision? 

The  Training  Director  explained 
that  training  is  “setting  up  a  stand¬ 
ard  for  each  job,  creating  a  prop)er 
job  attitude,  explaining  the  yard¬ 
stick  by  which  job  performance  is 
measured  and  giving  instructions  in 
the  tools  or  equipment  which  must 
be  used  by  the  employee”.  From 
time  to  time  new  tools  or  equip¬ 
ment,  such  as  merchandise  or  sys¬ 
tem.  enter  the  picture  and  further 
training  is  required.  On  the  other 
hand,  supervision  is  a  matter  of 
leadership,  of  correction,  commenda¬ 
tion  and  demonstration.  Its  objec¬ 
tive  is  that  of  seeing  that  the  job 
standard  established  by  training  is 
maintained,  and  that  the  job  atti¬ 
tude  is  such  that  the  most  effective 
performance  is  possible.  In  her  op¬ 
inion  training  is  the  responsibility 
of  the  training  department,  where 
one  exists,  and  supervision  the  joint 
resix)nsibility  of  the  buyer  and  sec¬ 
tion  manager. 

The  Buyer  pointed  out  that  most 
buyers  fail  to  appreciate  the  great 
forces  in  store  organization  which 
they  can  use  to  further  their  own 
success.  Through  cooperation  with 
the  training  department,  they  can 
be  certain  of  job  standards  and  job 
attitudes  for  salespeople,  and 
through  cooperation  with  the  section 
manager  they  can  be  certain  of  a 
maintained  or  even  improved  per¬ 
formance. 

That  there  should  be  a  definite 
understanding  as  to  a  division  of 
supervision  authority  between  buy¬ 
ers  and  section  managers  was  main¬ 


tained  by  the  Section  Manager.  He 
made  a  plea  for  the  bewildered 
salesperson  who  is  never  quite  sure 
that  she  has  one  or  ten  bosses.  The 
Merchandise  Manager  considered 
this  important,  but  felt  that  much 
of  the  difficulty  could  be  eliminated 
if  all  suiJervising  executives  had  the 
same  objective,  and  as  a  result  con¬ 
sistency  of  policy  and  purpose  was 
apparent  to  the  sales|)erson  regard¬ 
less  of  who  gave  her  instructions. 

If  training  and  supervision  re- 
suit  in  expert  salesmanship,  how 
icill  consumer  relations  be  im¬ 
proved? 

Chairman  Chapin  answered  this 
question  by  sunnnarizing  briefly  the 
{joints  which  had  been  discussed. 
The  consumer  has  a  right  to  expect 
adequate  assortments  of  merchan¬ 
dise  from  which  to  select,  full  value 
in  price,  standards  of  quality  in 
merchandise.  She  further  has  a 
right  to  expect  from  salespeojjle 
prompt  and  courteous  approach, 
complete  knowledge  of  merchandise 
location  and  detailed  accurate  in¬ 
formation  concerning  the  merchan¬ 
dise.  The  biggest  job  today  is  that 
of  increasing  this  basic  knowledge 
of  salespeople  in  merchandise,  since 
consumer  knowledge  has  increased 
so  much  in  the  last  few  years.  It 
was  agreed  that  each  executive  rep¬ 
resented  at  this  panel  had  a  definite 
responsibility  for  jjreparing  the 
salesperson  to  meet  the  consumer. 
Some  of  them  have  a  more  direct 
responsibility  than  others,  but  in  the 
end  they  all  must  make  their  con¬ 
tribution  if  consumer  relations  are 
to  be  improved  through  salespeo]jle. 
It  was  further  believed  that  in  fair¬ 
ness  to  the  salesperson  these  execu¬ 
tives  must  coordinate  their  effort  in 
order  that  there  be  no  confusion.  It 
was  agreed  that  coordination  is  pos¬ 
sible  only  through  periodic  execu¬ 
tive  conferences  in  which  plans  are 
made  and  results  measured. 

Floor  Discussion 
A  member  of  the  audience  sug¬ 
gested  that  much  of  the  routine  work 
which  is  now  permitted  to  interfere 


with  selling  might  be  done  just  as 
effectively  but  more  quickly  if 
stores  made  a  greater  effort  to  ex¬ 
plain  to  salespeople  the  reason  for 
keeping  these  records.  If  sales¬ 
people  had  a  greater  understanding 
as  to  how  merchandise  control  ancl 
buying  were  dependent  upon  stock 
records  they  would  think  of  this 
work  as  a  build-up  for  their  future 
sales  rather  than  dull  routine. 
Everyone  agreed  that  a  lietter  sell¬ 
ing  job  could  be  done  with  the  sales- 
jjerson  as  the  customer  in  this  case. 

Several  members  of  the  audience 
added  emphasis  to  the  need  for  dis¬ 
tinguishing  Ijetween  training  and 
supervision.  It  was  a  unanimous 
fjpinion  that  here  was  the  weakest 
link  in  the  chain  of  store  selling. 

It  was  suggested  that  stores  more 
nearly  determine  their  selling  prob¬ 
lem  by  periodic  surveys  of  customer 
reaction.  The  few  stores  which  con¬ 
duct  regular  consumer  surveys  find 
them  invaluable  in  checking  their 
training  or  supervisory  effectiveness. 

An  executive  of  a  Baltimore  store 
descriljed  a  procedure  which  they 
had  followed  in  training  buyers  to 
train.  They  had  found  many  of  their 
buyers  weak  as  teachers  and  had 
organized  a  Buyers  Training  Club 
in  which  the  technique  of  teaching 
had  been  the  theme  for  each  of  its 
meetings.  In  a  very  short  time  they 
found  that  the  standard  of  training 
by  buyers  was  improved. 

One  inemlx?r  of  the  audience  pre¬ 
sented  a  plea  for  salesperson.  She 
stated  that  the  talk  made  at  last 
year’s  convention  by  Bertha  Speer, 
the  unemployed  salesgirl,  had  done 
more  to  change  her  viewpoint  as 
well  as  the  viewpoint  of  all  her 
executives  concerning  training  than 
anything  that  had  ever  been  pre¬ 
sented  at  a  convention.  Instead  of 
defining  everything  in  terms  of  bene¬ 
fits  to  the  customer  or  the  store,  they 
had  now  learned  to  think  of  the 
salesperson’s  reaction.  They  now 
find  that  much  of  their  policy  and 
system  is  more  effective  as  a  result, 
which  in  turn  assures  them  of  im¬ 
proved  customer  relations. 
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Panel  Discussion 

Chairman:  William  H.  Bixby,  Wm.  Filene's  Sona  Co.,  Boston,  Mass. 

The  Panel: 

General  Manager:  George  P.  Gable,  Tlie  Wm.  F.  Gable  Co.,  Altoona,  Pa. 
Store  Manager:  O.  G.  Drake,  Herpolsheimer  Co.,  Grand  Rapids,  Mich. 

Controller:  C.  S.  Carroll,  Conrad  &  Co.,  Boston  Mass. 
Employment  Manager:  Kate  Lewis,  The  Namm  Store,  Brooklyn,  N.  Y. 

Buyer:  Margaret  Noyes,  Lord  &  Taylor,  New  York,  N.  Y. 
Section  Manager:  Robert  Love,  James  McCreery  &  Co.,  New  York,  N.  Y. 


CHAIRM.AN  BIXBY  oj^ened 
the  panel  discussion  by  refer¬ 
ring  to  “a  talk  made  in  this 
very  room  just  a  year  ago  this  morn¬ 
ing,  a  talk  which  was  lx)th  unusual 
and  startling,  a  talk  by  an  unem¬ 
ployed  salesgirl  who  turned  those  of 
us  fortunate  enough  to  lx;  present 
inside  out,  and  made  us  try  to  find 
answers  to  many  of  the  questions 
which  are  on  our  program  this 
morning,  a  search  which  most  of  us 
had  never  made  before.  Many  of 
us.  I  know,  have  profited  greatly 
during  the  interval  of  one  year,  and 
have  revised  our  entire  personnel 
policy  and  practise  in  the  light  of 
things  we  learned  from  her.  This 
morning  we  are  discussing  these 
same  things.  Memlxrs  of  this  panel 
represent  a  diversity  of  res|X)nsibili- 
ty,  but  each  realizes  the  truth  of  the 
statement  that  every  executive  in  a 
store  must  be  a  personnel  manager 
within  the  scope  of  his  own  func¬ 
tion.  We  are  a  group  of  jieople  who 
have  met  at  this  convention  and  have 
found  a  common  interest,  a  common 
problem  in  strengthening  employee 
relations.” 

To  u'hat  extent  do  we  let  our 
employees  know  their  rights? 

The  Section  Manager  expressed 
the  belief  that  employees  know  their 
rights  only  to  the  extent  to  which 
their  supervising  executive  permits. 
This  executive  stands  Ixtween  the 
employees  and  general  management. 
It  is  general  management  that  deter¬ 
mines  its  policy  of  employee  rela¬ 
tions.  It  is  the  siqjervising  execu¬ 
tive  who  interprets  and  applies  that 
policy.  If  he  is  enlightened,  aware 
of  his  tremendous  responsibility,  he 
is  a  leader  who  is  not  fearful  of 
teaching  his  people  their  rights  as 
employees  as  well  as  management’s 
rights  as  employers.  Unfortunately 
this  type  of  supervising  executive 
is  still  rare  in  the  retail  field,  but  we 
at  least  know  that  he  is  the  type 
we  must  have  in  the  end. 

That  stores  must  learn,  and  learn 


soon,  that  it  is  not  ix)ssible  to  go 
too  far,  as  was  once  thought,  in 
inviting  employees  to  participate  in 
the  formation  of  employee  jxjlicies 
and  in  the  determination  of  em¬ 
ployee  rights  was  advanced  by  the 
Buyer.  “I  think  there  are  few  things 
that  are  more  jxitent  in  promoting 
employee  contentment  and  coopera¬ 
tion  than  a  clear  knowledge  of  the 
point  of  view  and  problems  of  man¬ 
agement  as  well  as  sense  of  proprie¬ 
torship  in  having  p^irticipated  in  the 
determination  of  emjdoyee  policies.” 

What  are  the  employee's  rights 
in  being  hired? 

It  was  the  opinion  of  the  Em- 
jjloyment  Manager  that  the  appli¬ 
cant,  or  ix)tential  employee,  has  the 
right  to  state  fully  what  he  thinks 
are  his  ow’n  capacities,  the  right  to 
a  complete  and  detailed  description 
of  a  given  job  in  terms  of  its  duties, 
hours  and  working  conditions.  Fur¬ 
thermore,  the  applicant  has  a  right 
to  know  lx  fore  agreeing  to  employ¬ 
ment  the  job  possibilities,  that  is, 
the  extent  to  which  he  can  grow, 
personally  and  financially,  on  a 
given  job  and  where  he  can  go  from 
there.  Finally,  he  has  a  right  to 
know  the  ix)ssible  length  of  employ¬ 
ment. 

The  Controller  contended  that  the 
time  had  come  when  stores  must  dis¬ 
tinguish  between  “courtesy”  and 
“quasi-legal”  rights  where  employ¬ 
ees  are  concerned.  Stores  have  long 
been  conscious  of  employee  “cour¬ 
tesy”  rights,  although  this  can  hard¬ 
ly  be  said  to  have  been  demonstrated 
by  every  store  in  its  employment 
offices.  Stores  must  now  realize 
that  employees  have  “quasi-legal” 
rights  which  go  to  the  very  heart  of 
his  contract  pf  employment,  verbal 
or  otherwise.  We  must  be  sure  that 
the  applicant  who  is  being  sold 
knows  rvhat  he  is  being  sold.  He 
must  be  told,  and  no  longer  with 
our  tongues  in  our  cheeks,  whether 
we  are  giving  him  permanent  or 
temporary  employment.  This  is  not 


“unselling”  employment.  It  is  sim¬ 
ply  giving  the  applicant  a  chance  to 
intelligently  decide  whether  he  pre¬ 
fers  employment  with  you  or  with 
someone  else.  This  is  a  just  demand 
and  if  we  don’t  meet  it,  our  craft 
will  suffer. 

Is  it  possible  to  stabilize  a  store's 
force  and  can  we  guarantee  a  cer¬ 
tain  period  of  work  in  every  year? 

The  General  Manager  expressed 
confidence  in  the  possilfility  of  doing 
just  that  eventually.  He  recalled  the 
day  when  most  stores  did  by  far  the 
largest  part  of  their  business  on  Sat¬ 
urdays.  Gradually  they  have  found 
ways  of  spreading  this  business. 
This  is  sufficient  proof  that  busi¬ 
ness  can  be  directed  and  controlled 
and  the  day  is  not  far  off  when  em- 
liloyment  can  be  guaranteed  for  a 
base  force  of  employees. 

What  can  we  consider  the  nor¬ 
mal  attitude  of  employees  toward 
employers? 

It  is  normal  for  employees  to  have 
confidence  in  their  employers,  ad¬ 
vanced  the  Store  Manager.  Un¬ 
fortunately  this  confidence  is  often 
destroyed  even  as  early  in  the  em¬ 
ployee’s  experience  as  the  first  day 
or  week.  He  finds  that  he  was 
“oversold”  in  the  employment  office. 
He  was  told  of  the  work  in  terms 
of  its  generalities  rather  than  its 
peculiarities.  He  finds  that  he  is  a 
misfit,  but  needing  a  job  he  remains 
even  though  discontented.  His  dis¬ 
content  replaces  his  confidence  and 
gradually  undermines  those  about 
him. 

What  is  the  most  important  in¬ 
centive  to  employees,  and  why  do 
they  want  to  work? 

The  Section  Manager  considered 
the  only  true  answer  to  this  ques¬ 
tion,  regardless  of  how  many  of  us 
try  to  evade  or  ignore  it,  to  be  that 
of  financial  reward.  Stores  attempt 
to  weigh  various  intangible  satis¬ 
factions  to  the  employee  but  in  the 
end  unless  either  the  actual  earnings 
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or  the  earning  capacity  is  increased 
we  lose  employee  confidence. 

The  Employment  Manager 
agreed.  However  she  felt  that  we 
could  not  and  should  not  ignore  the 
fact  that  any  or  all  of  us  want  to 
make  a  living  in  the  way  in  which 
we  are  happiest.  “I  meet  plenty  of 
people  who  would  never  want  to  do 
anything  but  sell.  I  meet  others  who 
are  extremely  ambitious.  Our  job 
is  to  give  both  kinds  self-resf)ect  and 
satisfaction.”  The  Controller  in¬ 
jected  the  opinion  that  many  people 
take  tangible  and  real  satisfaction 
from  being  experts,  although  they, 
too,  welcome  financial  reward  for 
their  expertness.  The  General  Man¬ 
ager  pointed  out  that  his  analysis 
of  present  general  labor  unrest 
proved  to  him  that  there  were  two 
sources  of  unrest,  inadequate  com¬ 
pensation  and  indecent  treatment. 
Where  both  exist  there  is  already 
trouble.  Some  organizations  may  get 
away  with  inadequate  compensation 
if  they  give  decent  treatment.  They 
may  even  get  away  with  indecent 
treatment  if  they  pay  well,  but 
neither  for  long. 

The  Store  Manager  advanced  de¬ 
sire  for  security  as  an  equally  im¬ 
portant  incentive  or  influence  today. 
Immediate  earnings,  potential  earn¬ 
ings  and  security  seemed  to  him  to 
be  the  points  which  must  be  recog¬ 
nized  by  management  in  strengthen¬ 
ing  employee  relations. 

What  are  an  employee’s  rights 
in  being  judged  or  rated? 

In  the  opinion  of  the  Section 
Manager,  every  employee  is  entitled 
to  ratings  by  his  supervising  execu¬ 
tive  and  to  reviews  of  his  job  per¬ 
formance  at  regular  intervals.  These 
ratings  and  reviews  must  be  in  terms 
of  standards  with  which  he  is  en¬ 
tirely  familiar,  not  in  terms  of  ideas 
in  the  heads  of  executives  who 
have  never  thought  to  explain  them. 
He  is  further  entitled  to  learn 
regularly  of  his  standing.  These 
simple  but  necessary  practices  can 
do  much  to  satisfy  an  employee’s  de¬ 
sire  for  security  and  his  concern  for 
his  potential  earnings. 

Before  the  question  of  discharge 
should  ever  arise,  what  action  must 
be  taken? 

It  is  an  unquestionable  right  of 
an  employee  to  learn  that  his  job 
performance  is  unsatisfactory  in  the 
opinion  of  the  Store  Manager.  He 
must  know  this  well  in  advance  of 
any  decision  to  discharge  him. 
Stores  too  often  pigeon-hole  an  em¬ 
ployee  as  a  misfit  to  be  discharged 
as  soon  as  the  department  can  get 


along  without  him  or  as  soon  as  a 
likely-looking  prospect  puts  in  an 
appearance.  Usually  this  is  an  in¬ 
justice  to  the  employee  as  proven 
by  the  fact  that  a  majority  who  are 
given  an  opportunity,  who  are  aware 
that  they  are  on  probation,  improve 
their  performance.  All  they  asked 
was  to  know  how  and  why. 

Should  stores  ever  reduce  the 
wage  of  an  employee? 

The  General  Manager  expressed 
himself  as  definitely  opposed  to 
wage  reduction  in  individual  cases. 
It  is  true  that  wage  levels  in  organi¬ 
zations  must  be  revised,  as  found 
in  the  recent  depression.  This  is 
reasonable  and  acceptable  to  organi¬ 
zations  as  a  whole.  To  reduce  the 
individual’s  wage,  however,  because 
of  unsatisfactory  performance,  is  to 
kill  his  initiative  and  interest. 

It  was  suggested  by  tbe  Section 
Manager  that  this  could  be  done  if 
the  employee  was  transferred  to  an¬ 
other  job  at  a  lower  wage  level.  In 
this  way  it  is  possible  for  the  aging 
employee  to  salvage  her  self-respect 
and  at  the  same  time  continue  to 
earn.  At  least  this  choice  should  be 
given  the  employee.  Having  had  a 
choice,  he  or  she  is  less  apt  to  hold 
ill  will  against  the  store. 

The  Employment  Manager  en¬ 
dorsed  this  practise  as  a  desirable 
solution  to  the  aging  employee.  She 
cited  many  cases  of  applicants  who 
say  to  her  that  “if  they  had  offered 
me  a  smaller  salary,  I  would  have 
taken  it”  when  referring  to  their 
last  jobs. 

The  Store  Manager  expressed  the 
belief  that  if  management  has  led 
an  employee  to  continue  over  a 
period  of  time  with  little  or  no  at¬ 
tempt  to  improve  his  p)erformance, 
it  is  management’s  sole  responsibili¬ 
ty  and  they  are  then  under  obliga¬ 
tion  to  take  care  of  that  employee 
through  transfer  or  pension. 

Floor  Discussion 

A  member  of  the  audience  ex¬ 
pressed  complete  agreement  with  the 
principle  of  reducing  salary.  It  is 
possible  that  an  employee  has  been 
hired  in  a  highly  competitive  market 
and  as  a  result  his  salary  is  high.  To 
say  that  you  can  not  lower  it  when 
competition  is  less  keen  seemed  to 
the  speaker  to  be  an  utterly  unfair 
p»oint  of  view.  He  could  see  no  rea¬ 
son  why  salaries  could  not  be  ad¬ 
justed  either  way  intelligently, 
either  for  the  good  of  the  employee 
or  for  the  good  of  the  organization. 
The  personnel  executive  of  a  multi¬ 
ple  unit  retail  organization  advanced 


the  opinion  that  management  too 
often  associates  increases  in  salary 
with  length  of  service  rather  than 
with  productivity.  Granted  that 
length  of  service  is  a  factor,  if  it  is 
given  too  much  consideration  it 
leads  into  a  number  of  complica¬ 
tions  when  salary  adjustments  are 
necessary.  Further  comment  was 
made  from  several  members  of  the 
audience  to  the  effect  that  often 
employees  who  have  their  own  as 
well  as  the  store’s  interest  at  heart 
volunteer  to  take  less  money  as  soon 
as  they  know  their  production  to  l)e 
slipping.  The  needs  of  employees 
change  over  a  period  of  time.  A 
man  who  has  already  raised  a  fami¬ 
ly,  for  instance,  has  only  his  wife 
to  care  for.  After  his  children  are 
of  age  and  independent  he  no  longer 
nee(ls  as  much  money,  but  definitely 
needs  to  hold  his  job.  Each  em¬ 
ployee’s  ptersonal  need  must  be  taken 
into  consideration  instead  of  a  gen¬ 
eral  rule  followed. 

A  question  was  raised  from  the 
floor  as  to  why  management  could 
not  plan  more  than  a  day  or  two  in 
advance  its  decisions  concerning 
employees  and  their  tenure  of  jobs. 
Expressed  purely  in  terms  of  profit, 
why  can  not  management  measure 
good  will  destroyed  through  dis¬ 
charge  of  employees  just  as  easily 
as  it  measures  good  will  destroyed 
through  inefficient  treatment  of  the 
customer  ?  The  Controller  expressed 
the  opinion  that  this  was  possible 
and  that  management  was  waking 
up  to  the  fact  that  it  was  necessary. 

One  member  of  tbe  audience  ex¬ 
plained  that  he  was  new  to  retailing 
but  had  had  several  years  of  experi¬ 
ence  in  another  field.  “Where  I 
came  from  it  was  an  inviolate  rule 
that  an  employee  not  be  discharged 
for  inefficiency  or  unproductivity 
without  a  fair  warning.  Beyond  that, 
the  discharged  employee  was  en¬ 
titled  to  a  separation  wage,  sufficient 
to  cushion  the  blow  when  his  earn¬ 
ing  power  is  taken  away  entirely. 
It  was  our  resiwnsibility  to  give  him 
something  to  live  on  until  he  could 
make  some  other  connection.” 

One  store,  with  an  employee  or¬ 
ganization  for  collective  bargaining, 
follows  a  practice  which  presents 
discharge  cases  three  weeks  in  ad¬ 
vance  to  employee  representatives. 
If  the  ultimate  decision  is  discharge, 
a  sejiaration  wage  is  paid.  The  state¬ 
ment  was  made  from  the  floor  that 
most  stores  were  “kidding”  them¬ 
selves  concerning  their  methods  for 
rating  and  reviewing  their  employ¬ 
ees.  It  was  felt  that  every  store 
(Continued  on  page  132) 
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and  Chairman,  Retail  Delivery  Association 


^frriHERE  isn’t  any  problem  that 

J_  is  more  important,  as  I  see 
it,  than  the  problem  that  in¬ 
volves  humans.”  With  these  words 
Norman  N.  Mitchell,  of  Ed.  Schus¬ 
ter  &  Co.,  Milwaukee,  Wise.,  and 
Chairman  of  the  Retail  Delivery  As¬ 
sociation,  opened  the  first  session  of 
the  Group  devoted  to  a  forum  dis¬ 
cussion  evaluating  the  present  status 
of  the  delivery  job  to  determine  the 
extent  to  which  methods  of  selection, 
development  and  promotion  of  de¬ 
livery  personnel  might  be  revised. 

Continuing,  Mr.  Mitchell  declared : 
"We  all  hear  about  the  cost  of  de¬ 
livery  and  all  the  rest  of  it.  Those 
things  are  financial.  They  can  be 
met.  Steps  can  be  taken  to  reduce 
those  expenses,  and  in  the  reduction, 
provided  we  don’t  wring  it  out  of 
the  human,  there  are  no  appreciable 
ill  effects.  This  job  has  always  been 
an  important  one,  but  it  has  never 
been  given  its  proper  place. 

“Ten  years  ago  the  man  who  felt 
that  it  should  be  given  the  place  that 
today  we  all  feel  it  should  be  given, 
was  a  radical,  a  crackbrain,  or  some¬ 
thing  of  that  sort.  Workers  today 
are  definitely  in  the  saddle,  and 
rightly  so.  Today  it  is  the  general 
trend,  it  is  the  thing  to  do,  to  crack 
down,  and  they  are  cracking  down. 
Time,  I  think,  will  correct  this  and 
in  the  end  we  will  probably  all  be 
letter  oflF. 

“We  have  three  problems  in  this 
topic  to  think  about :  ( 1 )  the  present 
status;  (2)  what  should  the  status 
be;  (3)  what  quick  corrective  meas¬ 
ure  can  w’e  take  to  convert  from 
present  to  proposed  status? 

“In  the  old  days  a  man  was  satis¬ 
fied  to  work  fifty  .  .  .  sixty,  seventy 
hours  a  week,  at  the  same  job  all  his 
life,  and  when  his  beard  got  so  long 
it  got  in  the  machinery,  they  gave 
him  a  sweeper’s  or  a  doorman’s  job. 
But  the  day  of  the  mechanical  man 
is  over.  He  isn’t  going  to  be  satis¬ 
fied  to  stay  in  that  job. 

“Many  of  us  have  good  organiza¬ 
tions.  But  we  all  have  plenty  of 
weaknesses  in  that  organization  of 
ours  and  invariably  the  man  that  is 
the  weak  link  in  the  organization  is 
the  man  who  is  taken  on  in  a  rush 


period  because  we  had  to  have  some¬ 
body  and  then  we  took  him  on  again 
because  he  knew  the  difference  be¬ 
tween  a  C.  O.  D.  and  a  paid  or 
charge,  and  the  first  thing  you  know 
he  was  a  regular  and  in  1936  and 
1937  he  is  a  trouble-maker  because 
he  isn’t  capable  of  getting  anywhere 
in  the  job.” 

Among  the  points  emphasized  by 
others  participating  in  the  forum 
were  these — 

J.  M.  Barclay  (Marshall  Field 
&  Co.,  Chicago) :  “The  answer  to 
the  question  of  selecting  the  man  is 
to  do  it,  not  haphazardly,  but  with 
thought  beforehand  as  to  what  you 
want,  and  then  go  about  it  very 
systematically. 

“That  is  one  thing  that  has  always 
puzzled  me  more  or  less;  this  ques¬ 
tion  of  picking  the  man  in  the  first 
place,  using  all  of  such  things,  such 
as  qualifications  from  a  mental  and 
physical  standpoint,  and  so  forth. 
That  is  most  important.  Shall  we 
pick  a  man  who  is  going  to  be  dis¬ 
satisfied  with  the  job  about  the  time 
he  learns  it?  Are  we  going  to  pick 
a  man  who  has  the  capability  of  go¬ 
ing  on  to  be  a  section  manager 
eventually,  in  the  store,  or  a  man 
who  is  going  to  be  satisfied  to  be  a 
darned  good,  loyal  driver  over  a  per¬ 
iod  of  time? 

“I  think  that  selection  is  not  a 
separate  problem — well,  it  is  a  sep¬ 
arate  problem,  but  it  is  not  a  prob¬ 
lem  alone ;  that  at  the  time  of  selec¬ 
tion  you  have  to  consider  the  future 
compensation  in  relation  to  what 
that  man  has  to  live  on,  to  support 
his  family  or  dependents  properly, 
what  development  he  is  going  to  get 
in  his  job  in  your  organization  and 
what  you  are  going  to  do  with  him 
when  he  has  reached  his  capacity  on 
that  job.” 

Thomas  J.  Beatson  (United 
Parcel  Service,  New  York)  :  “I  am 
asked,  how  far  do  you  go  in  select¬ 
ing  your  man,  let’s  say,  in  the  mat¬ 
ter  of  education,  and  so  forth?  I 
think  I  can  answer  that  question 
perhaps  best  in  this  way :  Our  or¬ 
ganization  differs  from  the  delivery 


department  in  an  individual  store  in 
this  respect,  that  we  have  perhaps 
ten  or  fifteen  branches  in  which  it  is 
possible  for  promotional  jobs  to  de¬ 
velop,  and  when  a  driver  is  hired 
or  a  helper  is  hired,  rather,  who  is 
going  to  be  promoted  to  a  driver,  we 
are  looking  for  a  certain  stable  per¬ 
centage  of  them  who  will  be  content 
to  remain  drivers,  but,  included  in 
that  group  also  must  be  our  future 
promotional  material. 

“Under  the  set-up  in  which  we 
operate,  a  man  who  reaches  a  posi¬ 
tion  as  driver  is  not  necessarily  in 
the  position  of  having  reached  his 
limit.  He  may  go  into  our  office  and 
become  an  adjustor,  or  a  cashier. 

“He  may  become  a  night  super¬ 
visor.  We  employ  night  loading.  It 
is  a  twenty-four  hour  proposition.  If 
he  is  a  man  who  has  gone  through 
these  steps  of  being  an  adjustor,  a 
night  supervisor,  and  so  forth,  he  is 
the  logical  man  for  a  branch  mana¬ 
ger  in  time  to  come.  I  think  the 
policy  that  we  try  to  follow  is  this — 
to  make  promotion  possible  to  those 
who  have  the  qualifications  and  the 
ability  to  progress. 

“As  for  the  rank  and  file  who  re¬ 
main  as  drivers,  we  try  to  make 
their  working  conditions  as  pleasant 
as  we  can  to  hold  them.  We  do  have 
some  turnover  and  always  will  have, 
but  in  the  main  we  think  we  try  to 
follow  that  policy  of  promoting 
where  there  is  ability  worth  recog¬ 
nizing. 

“Most  of  our  executives  have 
come  up  through  the  business,  but 
I  think  we  are  probably  guilty,  in 
talking  to  our  new  applicants,  of 
presenting  too  black  a  picture  about 
tbe  job.  I  think  sometimes  that  is 
successful  in  scaring  out  the  fellow 
who  wouldn’t  be  successful ;  or  who 
wouldn’t  be  content  to  stay  with  you 
and  work  over  a  long  period.” 

Bertram  S.  Meyer  (United  Par¬ 
cel  Service,  New  York  City)  :  “As 
I  see  it,  you  are  going  to  employ  a 
group  of  drivers  and  helpers.  You 
have  a  need  for  a  dozen  men,  steady. 
Some  of  the  men  who  apply  are  uni¬ 
versity  graduates  and  others  are 
not.  My  thought  would  be  that  the 
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university  men  would  have  a  tough¬ 
er  time  getting  the  job.  if  you  had 
drivers  in  mind.  It  is  against  the 
man  if  he  has  too  much  education, 
because  of  his  possible  discontent¬ 
ment  on  the  job.  The  point  is  that 
you  shouldn’t  take  too  intelligent  or 
too  well  trained  men  for  driver’s 
jobs.  They  will  not  be  happy  and 
you  will  not  have  promotional  jobs 
enough  to  take  care  of  them.” 

Frank  Slocum  (R.  H.  Macy  & 
Co.,  Inc.,  New  York)  :  “We  do  not 
go  on  the  outside  to  hire  our  driv¬ 
ers.  We  attempt  to  promote  always 
from  within  the  helper  group,  so 
that  our  problem  becomes  one  of  the 
proper  selection  of  helpers.  We.  too, 
guard  against  getting  a  man  whose 
training  has  l)een  specialized  or  who 
has  had  a  couple  of  years  in  college, 
because  we  know  very  definitely  that 
type  of  man  won’t  be  satisfied. 

“So  far  as  w'e  can,  we  attempt  to 
classify.  We  set  up  standards  aliout 
the  age  and  the  physical  require¬ 
ments,  and  about  how  much  educa¬ 
tion  we  feel  the  man  should  have  to 
be  a  successful  helper  with  us. 

“Concerning  the  success  of  mak¬ 
ing  supervisors  of  drivers,  we  have 
a  great  many  of  our  depots  now  and 
the  top  of  each  of  those  depots  is  an 
old  driver.  Our  twelve  dispatchers 
at  the  warehouse  in  the  store  are  old 
drivers,  and  they  all  do  splendid 
jobs.  However,  we  have  found  when 
a  man  has  been  a  driver  for  per¬ 
haps  ten  to  fifteen  years,  although 
he  seems  to  have  every  possible 
capability  for  the  job.  he  has  l)een  a 
driver  too  long,  and  our  experience 
within  the  last  two  or  three  years — 
it  may  be  our  fault,  and  perhaps  we 
don’t  train  the  man  properly  though 
we  do  spend  a  lot  of  time  with  him 
— is  that  the  man  sickens  of  the 
job,  feels  his  own  limitations,  and  I 
know  of  three  cases  where  they  have 
asked  if  they  might  be  transferred 
back  to  the  driver’s  job. 

“I  feel  that  the  driver  is  a  tre¬ 
mendously  important  person  to  any 
delivery  unit.  He  has  to  have  a  lot 
of  native  shrewdness,  make  pleas¬ 
ant  contacts,  and  be  able  to  drive 
his  car  carefully.  His  attributes 
must  be  innumerable  to  be  a  good 
man.  I  think  because  of  that,  that 
man  very  definitely  justifies  his  sal¬ 
ary,  working  conditions,  and  the 
type  of  treatment  that  is  going  to 
make  him  very  happy  to  stay  on 
that  job. 

“I  see  no  reason  ^why  a  driver’s 
job  shouldn’t  be  quite  a  happy  and  a 
contented  place  for  most  men.  There 


are  always  the  exceptions  and  there 
are  the  men  who  come  in  as  messen¬ 
gers  and  become  merchandise  coun¬ 
sellors,  and  so  forth.  They  are,  of 
course,  the  exceptions,  but  it  is  our 
feeling  that  we  want  to  make  the 
driver’s  jobs  so  very  attractive  for 
them  from  the  standpoint  of  remun¬ 
eration,  working  conditions,  and 
general  treatment,  that  he  is  going 
to  be  happy  and  we  feel  the  job 
rates  anything  we  can  give  because 
of  its  importance, 

J.  F.  Ackermann  (Kresge  De¬ 
partment  Store,  Newark,  N.  J.)  : 
“We  have  a  little  different  set-up  in 
delivery  since  1930.  Rather  than 
have  our  help  employed  through  the 
personnel  department,  the  delivery 
hire  their  own  employees.  I  person¬ 
ally  see  every  man  or  every  person, 
and  we  have  found  during  the  de¬ 
pression  we  can  pick  up  all  kinds  of 
help  with  different  kinds  of  quali¬ 
fications,  and  we  set  up  what  we 
call  a  permanent  extra  list,  and 
from  that  we  employ  helpers  only. 
We  never  go  outside  to  employ  a 
driver. 

“I  have  inherited  the  present  per¬ 
sonnel  that  I  have,  with  very  few  ex¬ 
ceptions.  They  are  still  with  me  and 
those  lx)ys  were  in  there  operating 
trucks  at  eighteen  years  of  age. 
Those  lK)ys  were  quite  young  when 
they  came  with  us.  Today  they  are 
twenty-four,  and  I  think  we  have 
only  ten  out  of  the  entire  delivery 
personnel  of  one  hundred  and  ten 
men  who  are  not  married.  The  ma¬ 
jority  of  them  have  been  married 
since  they  have  been  with  us.  The 
riffraff  automatically  dropjjed  out  of 
the  outfit,  and  you  can’t  help  but 
see  them  because  you  can’t  promote 
the  hel|)er  that  has  a  poor  driving 
record  as  a  reserve  helf)er,  and, 
therefore,  he  is  called  in  and  defi¬ 
nitely  told  that  from  a  safety  angle 
and  from  a  company  point  of  view, 
and  for  his  own  personal  benefit,  he 
could  not  be  successful  as  a  driver 
or  operator  of  a  truck.  Therefore, 
we  eliminate  him. 

“In  moving  up  our  help,  we  move 
our  helpers  up  on  a  seniority  basis. 
The  oldest  man  moves  into  the  next 
chauffeur’s  job  and  from  the  oldest 
extra  man  on  the  extra  list  we  make 
him  a  helper.  Our  organization  isn’t 
so  large  that  we  have  a  great  many 
openings  to  which  we  can  promote 
drivers. 

“We  have  found  that  some  of  the 
chauffeurs  are  really  ambitious  and 
want  to  go  places.  We  have  found 
that  they  are  willing  to  take  courses 


at  night  and  finally  come  in  and  ask 
for  some  help,  and  if  we  can  give 
them  some  help  on  the  outside  to 
make  a  connection,  we  do  so. 

Typical  Promotion  and  Transfer 

“I  have  a  l)()y  right  now  who  is 
going  into  radio  installations.  He  is 
studying  to  be  a  radio  engineer.  He 
will  probably  have  eight  solid  years 
ahead  of  him,  but,  through  our  buyer 
I  expect  to  get  him  some  aid  and 
help  him  out. 

“How  long  does  it  take  in  our 
organization  for  a  helper,  through 
our  seniority  plan,  to  graduate  into 
a  regular  driver?  The  last  fellow 
we  had  put  on  was  with  us  exactly 
four  years  as  a  helper. 

“How  long  does  it  take  that  man 
to  become  efficient  as  a  helper  and 
when  is  he  ready  to  become  a  driv¬ 
er?  We  make  every  helper  ride 
with  a  driver  for  two  years  before 
we  allow  him  to  operate  on  a  route. 
After  twelve  months  he  is  allowed 
to  drive  for  the  chauffeur,  and  after 
his  second  year  with  that  chauffeur, 
we  try  to  keep  him  with  the  same 
chauffeur  as  much  as  possible,  and 
if  that  chauffeur  will  vouch  for  him 
and  say  that  he  handles  a  truck  all 
right,  then  the  man  is  turned  over 
to  our  maintenance  superintendent 
for  a  road  test  and  from  there  we 
promote  him  to  the  chauffeur’s  job. 
This  last  man  waited  two  years  from 
the  time  he  was  ready  for  the  job 
before  he  got  the  job.  For  that 
reason  we  take  a  certain  number  of 
driving  jobs  and  keep  them  open  all 
the  time  realizing  we  have  l^elpers 
there  who  are  not  infants,  and  that 
they  are  married,  have  families.  We 
keep  a  number  of  driving  jobs  open 
every  day  and  we  split  up  the  re¬ 
serve  driving  time  with  our  helpers. 
They  receive  extra  compensation  for 
that  of  $1  a  day.  and  if  they  ride  a 
route  without  a  helper,  they  get  an 
extra  dollar.” 

John  D.  Riley  (Jordan  Marsh  & 
Co.,  Boston,  Mass.)  :  ‘Hn  Boston  we 
don’t  use  helpers.  The  drivers  are 
all  hired  by  the  delivery  department. 
We  have  had  some  cases  where,  as 
has  been  brought  out,  we  hired  some 
college  men  and  recently  we  have 
begun  shifting  them  to  the  training 
course  so  that  they  will  eventually 
be  placed  in  the  store.  I  think  the 
idea  of  hiring  the  men  just  to  be 
drivers  is  all  right,  except  in  the  ex¬ 
ceptional  case.” 
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J.  A.  McDermott  (Cinibel 
Brothers,  Philadelphia,  Pa.)  :  “In 
my  i)articular  phase  of  activity  I 
tried  to  figure  out  and  came  to  the 
conclusion  that  a  boy  who  has  ]H)Ssi- 
bly  had  two  years  in  high  school  is 
a  tyi)ical  helper  on  a  delivery  truck. 
Tof)  much  high  scIkk)!  training 
makes  him  want  Saturday  after¬ 
noons  off.  The  right  type  has  not 
gone  too  far  afield  so  that  he  won't 
try  to  render  service  to  a  customer 
who  wants  merchandise  taken  to  the 
basement  or  upstairs! 

“There  is  a  large  field  ahead  for 
a  boy  who  has  had  a  grammar  school 
or  two  years’  high  school  training, 
and  has  learned  something  of  disci¬ 
pline.  We  try  to  figure  out  his  home 
conditions,  trying  at  all  times  to  take 
a  Ix))’  who  lives  at  home.  We  take 
them  occasionally  where  the  parents 
are  dead  and  they  are  living  with  a 
grandmother  or  an  aunt,  but  we  try 
to  put  our  chances  on  a  boy  who 


lives  at  home.  That  same  apidies  to 
internal  delivery.  Boys  who  are  belt 
Ixjys  l)ecome  sheet  w'riters,  and  then 
take  over  the  different  branches  of 
internal  delivery.  These  lK)ys  are 
promoted  on  their  own  ability.  Some 
l)ecome  dispatchers,  other  have  had 
a  chance  to  become  bead  of  stock  in 
the  warehouse,  and  at  times  there  is 
an  opportunity,  a  real  opportunity, 
for  a  Ixiy  to  go  into  the  merchandise 
division  out  of  internal  delivery  or 
out  of  the  warehouse. 

“Now,  as  far  as  a  lx)y  going  out 
as  a  heljier  and  taking  up  the  rudi¬ 
ments  of  a  helper,  reaching  the  driv¬ 
ing  stage,  when  he  has  been  driving 
with  us  for  ten,  fifteen,  or  twenty 
years,  he  may  liecome  a  night  dis¬ 
patcher,  or  a  stable  foreman,  or  in 
charge  of  our  night  loaders,  or  a 
furniture  shipper,  but  I  think  we 
have  to  stop — after  a  man  has  driven 
a  truck  for  fifteen,  twenty  or  twenty- 
two  years,  he  of  necessity  begins  to 


slow  up,  and  he  doesn’t  keep  up  the 
production  we  are  all  striving  to 
keep  up,  and  that  is  a  point  I  should 
like  to  hear  analyzed  here  this  after¬ 
noon  ;  What  vve  do  with  that  type  of 
man?  A  man  has  reached,  possibly 
fifty — where  is  he  going  and  what 
have  we  done  to  take  care  of  him  ? 

“Some  of  us  make  him  night 
watchman,  others  give  him  transfer 
work,  shuttle  work  from  the  store  to 
the  warehouse,  and  the  warehouse 
back  to  the  store,  but  can  we  and  do 
we  take  care  of  all  that  type  of 
help.’’ 

Chairman  Mitchell:  “When  a 
man  has  served  you  for  twenty 
years  and  given  you  the  best  part 
of  his  life,  he  is  your  problem,  and 
you  ju.st  take  care  of  him,  that  is 
all,  and  not  with  a  job  that  is  going 
to  make  him  feel  that  he  has  been 
shoved  aside,  either,  or  he  is  going 
to  remain  one  of  your  problem  chil¬ 
dren  always.’’ 


•  New  Ways  to  Reduce  Expense  • 

Chairman,  John  D.  Riley,  Delivery  Superintendent,  Jordan  Marsh  Co., 

Boston,  Mass. 


Efficient  Warehouse  Organization  and  Management 

By  John  F.  Ackerman,  Warehouse  and  Delivery  Superintendent, 
Kresge  Department  Store,  Newark,  N.  J. 


During  the  depression  period 
from  1930  to  1935,  the  entire 
furniture  reserve  stock,  finish¬ 
ing  department,  and  furniture  deliv¬ 
ery  were  located  in  one  building, 
which  adjoins  the  package  delivery. 
This  building  w'as  adequate  to  prop¬ 
erly  handle  the  volume  during  this 
period,  and  due  to  the  proximity  of 
the  package  delivery  distant  furni¬ 
ture  deliveries  were  handled  more 
economically  by  the  combining  of 
Ixjth  package  and  furniture,  thus  re¬ 
ducing  the  cost  of  delivery  to  the 
furniture  department. 

During  1935  and  1936  there  was 
a  decided  change  or  upturn  in  the 
furniture  business.  Not  only  had 
sales  increased,  but  consumers’  de¬ 
mand,  plus  manufacturers’  price  in¬ 
creases,  forced  the  buyer  to  build 
up  his  reserve  stock.  This  practi¬ 
cally  eliminated  the  old  procedure 
of  placing  orders  with  manufactur¬ 
ers  at  present  prices,  to  be  held  for 
future  shipment.  In  fact,  the  fur¬ 
niture  buyer  was  on  the  spot.  He 
naturally  wanted  to  take  advantage 
of  the  upswing  in  consumer  buying, 
and  was  therefore  forced  to  make 
larger  purchases,  at  the  same  time 


realizing  that  to  maintain  his  mark¬ 
up  and  meet  competition,  he  must 
bring  in  enough  reserve  stock  to 
carry  him  through.  To  add  to  com¬ 
plications,  there  was  that  necessary 
evil  —  customer’s  purchases  to  be 
held  for  future  delivery. 

At  this  point  there  arose  that  one 
big  question :  “Where  will  we  place 
this  incoming  merchandise?’’  That 
is  the  question  which  confronted  us, 
and  from  all  reports,  many  others 
were  in  approximately  the  same 
position.  We  realized  immediately, 
that  the  ojjeration  of  another  unit 
for  the  storage  of  furniture  would 
not  be  as  efficient  as  one  large  unit, 
which  would  accommodate  the  en¬ 
tire  operation.  Yet,  we  were  faced 
with  a  problem,  and  were  forced  to 
obtain  additional  space  in  another 
location. 

After  careful  consideration,  we 
divided  our  stock  as  follows :  The 
upholstered  furniture,  bedding,  open 
stock  or  uncrated  furniture,  novel¬ 
ties,  and  as  much  crated  furniture 
as  could  be  properly  stocked,  were 
accommodated  in  the  main  ware¬ 
house.  Overflow  shipments  of  crated 
furniture  were  sent  to  the  branch 


warehouse. 

Under  ordinary  business  condi¬ 
tions,  the  old  stock  tagging  system 
caused  no  inconvenience  and  served 
its  purjxDse  effectively,  but  with  in¬ 
creased  sales,  two  locations  and  new 
personnel,  it  was  very  apparent  that 
a  new  tagging  system,  showing  the 
location  of  merchandise  would  have 
to  l)e  installed. 

With  the  cooperation  of  the  store 
management  and  the  merchandise 
division,  a  system  was  decided  upon 
which  has  greatly  increased  the  effi¬ 
ciency  of  the  warehouse,  also  re¬ 
ducing  the  operating  costs.  The  in¬ 
stallation  of  this  system  tied  in  many 
details,  which  are  part  of  a  ware¬ 
house  operation,  to  the  point  where 
we  now  have  practically  an  absolute 
control  of  our  entire  stock.  The 
system  is  not  entirely  our  own  idea, 
but  is  a  combination  or  collection 
of  ideas,  which  we  obtained  through 
the  study  of  other  systems  which 
are  being  operated  in  several  ware¬ 
houses. 

Explanation  of  System 

A  receiving  clerk,  located  at  each 
warehouse,  receives  all  merchandise, 
at  their  respective  warehouses,  and 
upon  receipt  of  each  shipment, 
makes  out  a  blind  check  or  tally 
sheet.  (Exhibit  1).  Four  copies  are 
made  for  each  shipment.  In  all  cases 
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Exhibit  1 


KRESGE  DEPARTMENT  STORE 

NEWARK,  N.  J. 

Name 

Street 

City 

Article  and  No. 


Sales  No. 

Folio 
Del.  Date 

TO  THE  CUSTOMER: 

In  reporting  any  error  concerning 
this  article,  please  bring  this  ticket 
with  you. 

TI7SISM4-M 

Exhibit  2 
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•lEC 
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Exhibit  3 


1  Season 

Class 

Factory  No. 

Piece  No. 

Cover  No. 

Color 

Finish 

Size 

Article 

CUSTOMER’S  NAME 

SHORT  STOCK 

S.C.  97  5M  10-36 


Exhibit  4 


where  an  invoice  accompanies  mer¬ 
chandise,  a  detailed  check  is  made 
against  the  invoice.  The  tally  sheets 
are  distributed  as  follows: 

( 1 )  Furniture  Office  at  Store  —  as 
a  notification  of  the  arrival  of 
merchandise. 

(2)  Order  Check  —  to  aid  order 
check  clerk  in  properly  match¬ 
ing  the  invoice  to  apron. 

(3)  Main  Warehouse  Office  —  to 
notify  control  clerk  of  the  ar¬ 
rival  of  special  orders. 

(4)  Held  by  receiving  clerk  to 
properly  check  the  shipment 
against  the  invoice. 

When  merchandise  has  been  prop¬ 
erly  received  and  checked,  a  two-part 
stock  tag  (Exhibit  2)  is  filled  out 
and  attached  to  each  individual  piece 
of  merchandise.  As  merchandise  is 
placed  in  stock,  the  location  of  same 
is  noted  on  the  stock  tag,  which  is 
then  turned  over  to  the  Warehouse 
Office,  and  filed  in  stock  control  file, 
according  to  manufacturer’s  num¬ 
ber. 

All  open  stock  and  uncrated  mer¬ 
chandise  is  tagged  with  a  stock  tag 
exactly  like  Exhibit  2,  but  colored, 
to  denote  to  control  clerk  that  mer¬ 
chandise  is  uncrated,  and  should  be 
used  in  preference  to  crated  mer¬ 
chandise,  to  fill  orders  for  immedi¬ 
ate  delivery. 

Returns  and  exchanges  from  cus¬ 
tomers  are  treated  the  same  as  new 
merchandise  being  received,  except 
that  instead  of  making  out  a  receiv¬ 


ing  record,  the  call  or  salescheck  is 
signed  back  into  stock.  A  colored 
stock  tag  is  made  out  before  mer¬ 
chandise  is  placed  into  stock,  and 


the  same  procedure  followed  as  out¬ 
lined  under  the  tagging  of  mer¬ 
chandise. 

Saleschecks  are  sent  to  the  ware- 
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house  from  the  furniture  floor  in 
metal  boxes.  These  are  transported 
by  a  relay  truck,  operating  between 
the  main  warehouse  and  the  store. 
A  delivery  tag  (Exhibit  3)  is  at¬ 
tached  to  each  salescheck,  for  each 
piece  of  merchandise  listed  on  same. 
Saleschecks  are  marked  in  the  space 
provided,  showing  whether  mer¬ 
chandise  is  stock,  stock  order,  floor 
or  special  order. 

Saleschecks  for  stock  merchan¬ 
dise  are  immediately  checked  against 
stock  control  cards,  and  the  cards 
for  each  piece  listed  on  salescheck, 
are  removed  from  file,  and  attached 
to  delivery  tickets  and  saleschecks. 
The  salescheck  is  then  filed  with  the 
tags,  either  by  delivery  date,  or  filed 
alphabetically  if  a  hold  or  notify 
sale.  This  procedure  automatically 
removes  all  sold  merchandise  con¬ 
trol  cards  from  the  active  file,  and 
reserves  the  merchandise  for  cus¬ 
tomers  until  delivery  is  made. 

Sold  merchandise,  which  is  sent 
to  the  warehouse  from  the  furniture 
floor,  has  a  sold  tag  and  delivery 
ticket  attached  to  same.  If  delivery 
is  to  be  made  the  following  day,  the 
merchandise  is  immediately  sent  in¬ 
to  the  finishing  shop.  If  however, 
the  merchandise  sent  from  the  floor 
is  for  a  future  delivery,  the  delivery 
ticket  is  removed,  and  a  stock  tag 
attached.  The  control  ticket  and  de¬ 
livery  ticket  are  turned  over  to  the 
control  clerk  and  attached  to  sales¬ 
check,  thus  reserving  merchandise 
for  proper  customer. 

Saleschecks  calling  for  merchan¬ 
dise,  which  is  ordered  for  stock,  are 
against  the  control  file,  and  if  mer¬ 
chandise  has  npt  yet  been  received, 
a  Short  Stock  tag  (Exhibit  4)  is 
filled  out  by  the  control  clerk.  This 
card  is  placed  in  control  file  accord¬ 
ing  to  manufacturer’s  number,  and 
a  small  red  X  placed  opposite  item 
on  salescheck.  Upon  receipt  of  con¬ 
trol  tags  when  merchandise  is  re¬ 
ceived,  this  short  stock  tag  is  a  flag 
that  this  particular  merchandise  is 
wanted  to  complete  a  sale.  The 
short  stock  tag  or  tags  are  then 
pulled  from  the  file  and  discarded. 
The  control  card  or  cards  for  the 
merchandise  needed  are  then  at¬ 
tached  to  the  salescheck.  The  red  X 
or  X’s  on  salescheck  are  cancelled 
by  marking  a  circle  around  same. 
You  will  note  that  the  short  stock 
tag  has  a  line  for  customer’s  name. 
To  enable  stock  control  clerk  to 
readily  locate  salescheck,  the  date  of 
sale  is  placed  in  front  of  customer’s 
name  and  the  delivery  date.  Hold 
or  Notify  notation  is  placed  in  back 
of  the  customer’s  name.  This  sys¬ 


tem  for  controlling  short  stock  mer¬ 
chandise  is  most  effective  when 
saleschecks  call  for  numerous  items 
from  several  manufacturers,  or 
when  part  of  the  sale  is  stock  and 
part  stock  order  or  special  order.  In 
many  instances  where  merchandise 
does  not  arrive  on  time  for  promised 
delivery  date,  and  customers  are 
notified  of  the  delay,  they  request 
delivery  of  part  of  the  purchase. 
The  original  sale  is  then  placed  in 
work,  and  the  red  X  on  salescheck 
informs  load  picker  to  obtain  a  short 
order  for  all  merchandise  so  mark¬ 
ed,  and  not  hold  sale  for  complete 
order. 

A  short  stock  tag  is  made  out  for 
all  merchandise  on  special  order. 
These  saleschecks  are  then  filed 
alphabetically  in  a  special  order  file. 
When  special  order  merchandise  is 
received,  and  delivery  is  to  be  made 
the  following  day,  the  short  stock 
tags  are  removed  from  the  control 
file,  and  the  sale  is  placed  in  work. 
The  merchandise  is  immediately 
tagged  for  delivery.  In  the  event 
that  the  merchandise  is  to  be  held 
for  future  delivery,  the  same  pro¬ 
cedure  is  followed  as  under  tagging 
merchandise,  except  that  the  control 
tag  is  attached  to  the  salescheck,  the 
red  X  cancelled,  and  salescheck  is 
filed  according  to  type  of  delivery. 

You  will  note  that  the  stock  tags 
(Exhibits  2  and  3)  have  a  space 
provided  to  designate  sjjecial  order, 
also  for  the  receiving  date  and  name 
of  customer.  They  are  also  num- 
liered,  that  is,  the  part  which  is  at¬ 
tached  to  merchandise  and  the  stub 
or  control  part  have  corresponding 
numbers.  These  numbers  are  ac¬ 
tually  the  most  important  part  of 
our  entire  system. 

When  sales  for  delivery  are  placed 
in  work,  the  saleschecks  are  re¬ 
moved  from  that  day’s  file,  and 
turned  over  to  the  load  picker,  after 
being  routed  by  the  supervisor  of 
furniture  delivery.  The  control 
cards,  which  are  attached  to  these 
sales,  are  sorted  as  to  each  ware¬ 
house,  and  are  turned  over  to  the 
head  stock  man  at  each  location.  The 
delivery  tickets  are  sorted  by  clas¬ 
sification  and  placed  on  a  table  pro-' 
vided  for  this  purpose  at  the  main 
warehouse.  This  table  is  located 
near  the  area  where  all  merchandise 
is  unpacked  or  uncrated,  prior  to 
being  sent  through  finishing  shop. 
The  selecting  of  stock  is  done  en¬ 
tirely  from  the  control  card,  and 
the  merchandise  or  stock  bearing 
the  tag  with  the  corresponding  num¬ 
ber  must  be  selected. 

There  is  a  difference  of  opinion 


on  the  use  of  numbered  stock  tags 
in  the  selecting  and  control  of  stock, 
but  we  decided  in  favor  of  the  num¬ 
bered  tag,  and  so  far  have  found  it 
to  be  more  of  an  advantage  than  a 
disadvantage. 

Several  reasons  are: 

(1)  Elimination  of  marking  sold 
goods  in  stock 

(2)  By  attaching  control  cards  to 
sales,  merchandise  was  abso¬ 
lutely  reserved  for  customers, 
as  soon  as  sales  arrived  at  the 
warehouse. 

(3)  Any  average  person,  with  very 
little  knowledge  of  furniture, 
can  select  stock. 

(4)  Stock  remains  in  a  healthier 
condition,  that  is,  if  the  num¬ 
ber  to  be  selected  is  damaged, 
there  is  no  chance  of  stockman 
allowing  merchandise  to  remain 
in  stock,  and  select  another 
piece  of  merchandise. 

Cites  Necessary  Cooperation 

There  are  many  other  details  in 
operation  which  this  system  has  en¬ 
abled  us  to  overcome  and  control, 
but  to  operate  a  warehouse  efficient¬ 
ly  and  economically,  there  is  an¬ 
other  important  factor — coordina¬ 
tion  between  the  merchandise  and 
service  or  warehouse  divisions. 
There  cannot  be  a  wall  dividing 
these  branches,  since  in  a  few  words, 
we  are  all  striving  to  attain  the 
same  objective.  If  not,  why  not? 

In  the  KDS  organization,  it  is 
true  that  we  are  classified  as  to  ser¬ 
vice  groups  and  merchandise  groups, 
yet  there  are  no  barriers  between 
us.  The  Superintendent’s  Office  is 
just  as  much  interested  in  the  prob¬ 
lems  of  the  merchandise  man  or 
buyer,  as  it  is  in  the  problems  of 
the  warehouse  man.  If  this  condi¬ 
tion  did  not  exist,  any  progress 
which  could  be  made,  would  be  re¬ 
tarded  rather  than  accelerated. 

There  is  constant  contact  between 
the  furniture  buyer  and  warehouse 
superintendent.  Various  problems 
are  discussed,  thus  overcoming 
many  difficulties.  We  have  found 
our  furniture  buyer  always  willing 
to  cooperate,  and  through  his  con¬ 
stant  contact,  he  has  a  thorough 
knowledge  of  the  operation  and  can 
always  see  both  sides  of  any  situa¬ 
tion  which  may  arise. 

When  the  buyer  returns  from  the 
markets,  the  warehouse  is  immedi¬ 
ately  notified  as  to  approximately 
how  much  merchandise  has  been 
purchased,  and  about  when  it  is 
scheduled  to  arrive.  This  enables 
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carton.  The  warehouse  immediately 
notified  the  furniture  office  of  this 
condition,  and  the  following  letter 
was  written  to  the  manufacturer. 

“Gentlemen ;  ReKarclinf?  the  group 
of  occasional  pieces,  we  find  that  we 
are  having  a  great  deal  of  breakage, 
due  to  the  poor  packing  of  this  mer¬ 
chandise.  They  are  simply  put  loose¬ 
ly  in  a  carton  which  apparently  is 
not  sufficient.  They  should  be  braced 
in  these  cartons  in  such  a  manner 
as  to  prevent  them  from  breaking. 

“We  would,  therefore,  ask  you  to 
please  look  into  this  matter  with  a 
view  to  improve  packing  of  these 
pieces.” 

We  received  a  reply  from  the 
manufacturer  stating  that  in  the  fu¬ 
ture  these  cartons  would  be  addi¬ 
tionally  strengthened,  by  having  a 
strip  of  wood  put  in  the  inside  of 
the  carton  which  would  helj)  to  sup¬ 
port  the  pieces  and  that  there  wotdd 
be  a  light  crate  put  around  a  num¬ 
ber  of  the  cartons  which  would  also 
help  in  protecting  them  from  break¬ 
ing. 


Another  point  in  this  respect,  is 
the  fact  that  all  requisitions  for  re¬ 
pair  parts  from  the  manufacturer 
were  sent  by  the  warehouse  to  the 
furniture  office  and  they  in  turn, 
wrote  to  the  manufacturer  for  the 
parts  needed.  These  repair  parts 
are  now  being  ordered  directly  from 
the  warehouse,  with  a  much  l)etter 
understanding  of  just  what  is  re¬ 
quired  to  make  the  repairs.  This 
actually  gives  the  cabinet  maker 
knowledge  as  to  what  specific  parts 
have  been  ordered,  so  that  when  they 
are  received,  he  can  immediately 
make  the  necessary  replacement  or 
repairs. 

These  are  just  a  few  of  the  many 
things  which  can  be  accomjilished 
through  the  coordination  between 
the  merchandise  division,  and  the 
service  division,  that  not  only  in¬ 
crease  efficiency,  but  have  a  de¬ 
cided  effect  on  operating  costs. 
Therefore,  why  not  more  of  it? 


Efficiency  in  Transportation  and  Maintenance  Methods 

By  Pierre  Schon,  Transportation  Engineer,  General  Motors  Truck  & 
Coach  Division  of  Yellow  Truck  &  Coach  Mfg.  Co.,  Pontiac,  Mich. 


the  warehouse  superintendent  to 
plan  ahead,  and  prepare  space  for 
same. 

A  very  close  contact  is  also  main¬ 
tained  as  to  the  condition  of  mer¬ 
chandise  received,  not  particularly 
as  to  the  specific  damages  that  may 
have  been  caused  in  transit,  but  as 
to  defects  in  finishes,  construction, 
packing,  etc.,  that  can  be  remedied. 

As  an  example,  the  warehouse 
superintendent  notified  the  buyer  of 
shipment  of  bedroom  furniture,  on 
which  there  was  difficulty  l)eing  ex¬ 
perienced  when  fitting  the  side  rails 
on  teds.  The  following  is  a  copy  of 
a  letter  \\^ritten  by  the  buyer  of  the 
furniture  department,  and  the 
answer  from  the  manufacturer.  We 
have  eliminated  the  name  of  the 
manufacturer. 

“Gentlemen:  We  have  just  re¬ 
ceived  two  carloads  of  maple  suites. 

We  find  that  on  practically  every 
bed  which  we  have  thus  far  un¬ 
packed  to  prepare  for  shipment,  the 
side  rails  do  not  fit  properly  nor  can 
they  he  made  to  fit  properly  without 
considerable  time  and  expense. 

“So  acute  was  this  situation  that 
the  writer  personally  examined  these 
rails  with  our  cabinet  maker.  We 
found  that  on  the  footlward.  the 
holes  drilled  for  the  pins  had  been 
set  back  inch  further  than  on  the 
headboards,  with  the  result  that  when 
the  hooks  of  the  side  rails  are  in¬ 
serted  they  do  not  and  cannot  be 
made  to  fit  properly. 

“The  only  way  these  can  be  made 
to  fit  properly,  is  to  remove  the 
hooks  on  the  ends  of  the  side  rails 
which  arc  being  inserted  in  the  foot¬ 
board.  either  cutting  off  the  side 
rails  or  boring  new  holes  and  re¬ 
setting  the  pins.  You  can  readily 
understand  what  this  means  when 
this  has  to  be  done  on  every  set  of 
rails  that  we  are  sending  out. 

“We  would  ask  that  you  please 
investigate  this  matter  and  advise  us 
regarding  same.” 

The  following  is  their  reply : 

“Gentlemen :  Have  your  letter  of 

the .  with  reference  to  the  bed 

rails  of  the  bedroom  suites.  We 
have  just  checked  this  matter  up  and 
find  that  there  was  an  error  in  set¬ 
ting  up  the  locking  machine  on  the 
footboards  of  this  last  job  of  maple. 
This  is  something  that  so  far  as  we 
know,  has  never  occurred  in  our  fac¬ 
tory  before.  I  certainly  appreciate 
your  letter.  It  was  very  timely  and 
inasmuch  as  we  have  a  job  that  is 
now  coming  through,  your  letter 
came  just  in  time  for  us  to  make  a 
thorough  check  to  prevent  this  same 
thing  from  happening  again.” 

Another  instance,  we  received 
large  shipment  of  occasional  fur¬ 
niture  which  was  ordinarily  packed 
in  individual  cartons.  Upon  receipt 
of  this  merchandise,  it  was  found 
that  a  number  of  the  pieces  were 
broken,-  due  to  poof  packing.  The 
pieces  were  simply  put  loosely  in  a 


IT  was  originally  intended  to  base 
the  thesis  of  this  discussion  on  the 
subject  of  vehicle  maintenance  only, 
but  having  had  the  opjxrrtunity  dur¬ 
ing  recent  years  to  make  some  com¬ 
prehensive  survey  studies  of  various 
fleet  operations,  ranging  from  ten 
and  less  trucks  up  to  over  five  hun¬ 
dred  vehicles,  it  occurred  to  me  that 
a  brief  discussion  of  several  impor¬ 
tant  factors  other  than  mechanical 
maintenance  may  well  fit  into  this 
program. 

When  transportation  is  contracted 
for,  tariffs  are  fixed  to  the  point 
where  rates  per  100  lbs  or  per  unit 
are  fairly  well  stabilized,  but  no  defi¬ 
nite  basic  cost  rate  can  be  forecast 
for  company  owned  vehicles  on  the 
basis  of  cost  per  mile  or  per  unit, 
without  using  past  experience  as  a 
measuring  stock.  In  Department 
Store  Operation,  it  is  a  foregone 
conclusion  that  fluctuations  in  sales 
and  delivery  volume  in  addition  to 
the  wide  variety  of  ojjerating  con¬ 
trol  methods  will  always  be  reflected 
in  the  delivery  cost  of  company 
owned  vehicles. 

However,  when  we  find  two  or 
more  department  stores  with  a  com¬ 
paratively  equal  volume  of  less  than 
five  million  dollars  and  the  delivery 
cost  per  count  in  one  store  is  .051 
while  the  other  similar  volume  stores 
show  a  delivery  cost  of  50  to  100% 


higher  jier  count,  it  is  apparent  that 
there  is  considerable  room  for  im¬ 
provement,  especially  when  route 
mileages  and  operating  conditions 
are  on  a  fairly  even  basis. 

Surveys  covering  two  local  trans¬ 
fer  ojierations  of  bulk  mercliandise 
revealed  that  in  one  large  op)eration 
using  straight  trucks,  drivers’  idle 
time  amounted  to  over  60%  while 
in  another  similar  operation  using 
the  tractor-semi-trailer  shuttle  sys¬ 
tem,  drivers’  idle  time  waiting  at 
loading  docks  has  been  reduced  to 
as  low  as  10%  of  the  actual  work¬ 
ing  time. 

These  two  examples  have  been 
cited  in  order  to  emphasize  the  fact 
that  in  some  cases,  large  savings 
can  be  obtained  through  radical 
changes  in  operating  methods. 

Every  transportation  man  knows 
that  next  to  efficient  operating  con¬ 
trol,  there  are  three  major  factors 
concerned  with  the  economic  opera¬ 
tion  of  '  commercial  vehicles — 1st, 
the  product ;  2nd,  the  equipment 
selection;  3rd,  proper  maintenance. 

The  Product 

Today,  the  modern  product  merits 
the  confidence  of  the  buyer  as  the 
manufacturer  has  anticipated  the  de¬ 
mands  of  scientific  transportation 
and  has  kept  pace  with  the  require¬ 
ment.  Modern  science  and  engineer- 
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ing  research  have  resulted  in  per¬ 
formance  and  low  cost  per  mile 
which  a  few  years  ago  were  con¬ 
sidered  impossible. 

Obsolescence  of  old  motor  vehi¬ 
cles  has  l)een  greatly  accelerated 
during  the  fxist  few  years  due  to 
the  many  refinements  and  engineer¬ 
ing  improvements  which  we  find  in 
the  modern  truck  of  today.  Yet  it 
is  not  unusual  to  find  an  old-timer, 
who  firmly  believes  in  complete 
overhauling  of  old  clunkers  eight 
and  ten  years  old. 

More  and  more  operators  are 
realizing  that  it  is  not  economical 
to  keep  in  service  old  vehicles  which 
were  built  prior  to  the  innovation  of 
the  many  good  things  and  eco¬ 
nomical  features  which  are  incor¬ 
porated  in  the  design  of  current 
models. 

Selection  of  Equipment 

Good  fleet  management  is  large¬ 
ly  based  on  selection  of  the  proper 
type  of  vehicle  to  perform  a  particu¬ 
lar  job.  The  manufacturing  indus¬ 
try  has  made  available  a  flexibility 
in  chassis  specifications  with  a  wide 
range  of  wheelbases,  pay  load  capa¬ 
cities,  performance  ability  and  a 
niultiidicity  of  optional  special  equip¬ 
ment  which  enable  the  operator  to 
fit  the  most  exacting  needs  in  al¬ 
most  every  vocational  application. 

It  is  predicted  that  during  1937, 
the  use  of  the  cab-over-engine  type 
will  show  a  decided  increase  over 
previous  years.  Up  to  recently,  this 
vehicle  was  available  in  the  larger 
capacities  only  or  through  conver¬ 
sions  in  the  light  duty  models  at  a 
substantial  price  differential  over 
the  cost  of  the  regular  conventional 
chassis. 

Now  in  1937,  the  “Cab-over-en¬ 
gine”  type  is  available  as  a  stand¬ 
ard  production  model  in  the  I-J/2 
ton  weight  class  and  up  and  at  a 
surprisingly  low  price  differential 
made  possible  through  mass  produc¬ 
tion  cost  advantages.  Its  easy  ma¬ 
neuverability,  shorter  turning  radius, 
better  driving  visibility,  dovetail 
with  the  needs  for  solving  of  traffic 
safety  problems,  parking  and  gar¬ 
age  space  in  congested  trade  cent¬ 
ers  in  addition  to  greater  utility 
value  due  to  largeload  space  and 
more  carrying  capacity. 

In  the  selection  of  equipment  the 
up-to-date  fleet  superintendent  can¬ 
not  afford  to  follow  certain  fixed 
ideas  which  may  have  had  their  ori¬ 
gin  in  years  of  the  past.  This  ap¬ 
plies  not  only  to  the  make  of  the 
vehicle,  but  also  the  type,  size  and 


capacity. 

Values  can  best  be  established  by 
comparison,  yet  due  to  the  rapid 
changes  in  the  industry,  opinions 
l)ased  on  experience  of  ten  years 
ago  may  be  entirely  upset  by  new 
developments  in  manufacturing,  op¬ 
erating  and  maintenance  methods. 

Even  in  the  Dairy  Industry,  the 
traditional  lielief  that  the  horse  and 
wagon  is  more  economical  in  house 
to  house  delivery  of  milk,  is  lieing 
upset  by  the  low  operating  cost  and 
higher  work  capacity  built  into  the 
modern  light  delivery  trucks.  The 
only  advantage  remaining  in  favor 
of  the  horse  today  in  milk  delivery  is 
that  Old  Dobbin  learns  to  proceed  to 
the  next  stop  by  the  clinking  sound 
of  the  empty  milk  bottles. 

The  problem  of  scientific  selec¬ 
tion  of  equipment  also  brings  up  the 
much  discussed  subject  of  “When 
should  a  truck  lie  replaced”.  Dis¬ 
regarding  the  obsolescense  factors 
of  style  and  appearance  and  reduc¬ 
ing  the  problem  down  to  an  arith¬ 
metical  calculation,  we  find  a  fairly 
accurate  solution  in  the  “Estimated 
profitable  service  life”  which  can  lie 
closely  predetermined  for  almost  any 
type  of  vehicle  or  any  type  of  oiH>r- 
ating  condition. 

In  manyHeet  operations  the  eco¬ 
nomic  advantages  of  carefully  equal¬ 
izing  mileage  for  each  unit  in  a 
similar  group  of  vehicles  is  entirely 
disregarded.  In  checking  the  trade- 
in  value  of  a  seven  year  old  fleet 
of  delivery  trucks  recently,  it  was 
found  that  elapsed  vehicle  mileages 
varied  from  45,000  to  150,000  in  a 
group  of  thirty  vehicles  of  the  .same 
age,  make  and  type.  Some  of  the 
vehicles  operated  consistentlv  since 
1928  on  high  mileage  routes  had 
been  overhauled  twice,  while  the 
vehicles  operating  on  lazy  mileage 
were  scheduled  for  replacement 
prior  to  reaching  the  mileage  limit 
of  their  nrofitable  service  life. 

By  classification  of  delivery  routes 
according  to  mileage,  placing  new 
vehicles  on  high  mileage  routes  and 
by  reassigning  same  periodically 
to  lower  mileage  routes,  the  aging  of 
a  group  of  similar  vehicles  can  be 
balanced  to  the  point  where  the 
economical  service  life  limit  is 
reached  simultaneously  in  the  en¬ 
tire  group,  at  a  predetermined  time 
and  mileage  period. 

Proper  Maintenance 

When  we  speak  of  maintenance 
today,  we  try  to  forget  the  obsolete 
“Catch-as-catch-can”  repair  meth¬ 
ods.  Thousands  of  dollars  have  been 


literally  wasted  in  attempts  to  main¬ 
tain  motor  vehicles  under  the  grease, 
tune  and  tow-in-for-repair  system. 
Such  methods  are  fading  into  the 
])ast,  yet  frequently  we  find  a  busi¬ 
ness  concern  with  a  large  percentage 
of  its  capital  invested  in  transporta¬ 
tion  units  which  are  entrusted  to  a 
mechanic  whose  sole  aim  is  to  keep 
his  head  alx)ve  water  by  repairing 
them  as  fast  as  they  break  down. 

Successful  operation  can  be  at¬ 
tained  through  Preventive  Mainte¬ 
nance,  and  in  analyzing  the  preven¬ 
tive  type  of  maintenance,  we  find 
that  it  embraces  two  distinct  phases : 

First,  a  scientific  method* of'an- 
ticipating  and  performing  re¬ 
quired  maintenance  opera- 
ations 

Second,  a  systematic  method  of 
accumulating  and  interpret¬ 
ing  operating  and  mainte¬ 
nance  data. 

Turning  to  the  first  of  these  two 
])hases,  we  find  that  years  of  re¬ 
search  have  established  the  mileages 
at  which  certain  truck  parts  should 
l)e  inspected,  adjusted  or  replaced. 
Out  of  this  constant  checking  of 
truck  ojK'rations  has  developed  a 
“  repair  -  l)efore  -  failure  ”  servicing 
jilan,  founded  on  the  axiom  that  “an 
ounce  of  prevention  is  worth  a 
|)ound  of  cure.”  By  preventing  the 
need  for  repairs  through  periodic 
servicing,  much  “after  damage”  shop 
work  is  eliminated  and  costs  are 
naturally  reduced. 

Performance  of  these  required 
maintenance  operations  is  accom- 
])lisbed  with  a  series  of  mechanical 
work  sheets  which  prescrilje  services 
to  Ik*  performed  at  specific  mileages 
throughout  the  vehicle  life.  Work  to 
be  done  is  no  longer  left  to  the 
judgment  of  the  individual  mechan¬ 
ic.  Each  man  receives  the  same 
guiding  charts  to  govern  his  pro¬ 
cedure — thoroughness  is  insured. 

The  fact  that  the  mileage  is  defi¬ 
nitely  known  at  which  each  vehicle 
is  due  to  come  in  for  service,  per¬ 
mits  the  shop  superintendent  to 
establish  a  schedule  in  the  form  of 
a  wall  or  desk  chart  conveniently 
located  so  that  he  may  know  at  all 
times  what  work  lies  ahead.  Once 
regular  preventive  maintenance  ser¬ 
vices  are  introduced,  in  between 
service  work  abates  until  it  becomes 
negligible  insofar  as  disrupting  shop 
routine  is  concerned.  The  “peaks 
and  valleys”  of  shop  work  are  elimi¬ 
nated,  which  in  itself  is  an  economy. 

Referring  to  the  second  phase  of 
Preventive  Maintenance — the  meth- 
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ods  of  accumulating  and  interpreting 
operating  and  maintenance  data.  To 
insure  an  absolute  control  of  all 
vehicles  of  a  fleet,  the  maintenance 
facts  must  be  known.  The  fleet 
maintenance  record,  a  wall  chart 
suitable  for  tabulating  an  entire  fleet 
for  the  life  of  the  vehicle,  reveals  the 
nature  of  every  maintenance  opera¬ 
tion  at  a  glance.  All  mechanical  w'ork 
is  recorded  in  a  concise  manner,  us¬ 
ing  a  simple  code  that  can  be  inter¬ 
preted  by  anyone  after  only  a  few 
minutes  study.  Road  failures,  acci¬ 
dents,  regular  maintenance,  repeat 
maintenance,  truck  quality,  driver’s 
ability  and  mechanic’s  efficiency  are 
all  reflected  in  this  chart. 

In  conjunction  with  this  mainte¬ 
nance  record,  a  fleet  history  record 
is  posted  which  points  out  the  safe, 
economic  mileage  life  of  all  impor¬ 
tant  units  of  the  vehicle.  This  takes 
care  of  the  peculiarities  of  individual 
vehicles  or  operating  conditions  and 
confirms  the  maintenance  frequency 
adopted  in  the  basic  plan.  This  op¬ 
erating  data  permits  repairs  and  re¬ 
placements  to  be  made  prior  to  fail¬ 
ure.  by  fact  rather  than  by  guess. 

Through  this  combination  of  sci¬ 
entific  servicing  and  systematic  fact 
finding,  the  preventive  maintenance 
system  provides  many  advantages  to 
the  operator. 


dents  result  from  poor  maintenance 
or  no  maintenance  at  all.  Without 
exception,  operators  who  have 
adopted  preventive  maintenance 
have  reported  an  immediate  im¬ 
provement  in  their  accident  experi¬ 
ence,  which  can  be  attributed  only 
to  a  better  vehicle  condition.  In  Au¬ 
gust  1933,  a  fleet  in  a  large  Eastern 
city  ranked  ninth  in  low  accident 
rating.  After  preventive  mainte¬ 
nance  was  installed  in  July  1934, 
their  position  improved  rapidly.  In 
July  1935,  they  ranked  first  and  won 
the  city’s  monthly  safety  award.  Al¬ 
though  total  monthly  mileage  for  the 
fleet  increased,  accidents  per  mile 
greatly  decreased.  Such  a  safety 
rating  represents,  among  other 
things,  a  large  dollar  saving  to  the 
operator. 

5 — Preventive  maintenance  spots 
driver  abuse  and  inefficient  servic¬ 
ing.  The  chart  containing  operating 
and  maintenance  records  permits  the 
separation  of  the  “jockey”  and  the 
careful  driver.  Service  require¬ 
ments,  traceable  directly  to  abuse, 
stand  out  like  the  proverbial  “sore 
thumb.”  Likewise,  repeated  failure 


after  servicing  is  outstanding  on  the 
chart.  Incompetent,  as  well  as  skill¬ 
ful  mechanical  workmanship,  is 
quickly  identified. 

6 — Preventive  maintenance  pro¬ 
motes  better  selection  of  new  equip¬ 
ment.  All  units  of  a  fleet  are  placed 
on  a  uniform  maintenance  basis 
which  plays  no  favorites.  Conclusive 
proof  of  operating  efficiency  or  in¬ 
efficiency  is  contained  in  the  accumu¬ 
lated  data  and  product  weaknesses 
are  easily  detected.  With  such  con¬ 
vincing  evidence  as  a  guide,  the  op¬ 
erator  can  eliminate  all  guess  work 
in  selecting  the  equipment  which 
l)est  fits  his  haulage  problem.  The 
preventive  maintenance  plan  is  flexi¬ 
bly  designed  to  apply  to  all  types  of 
vehicles.  Hence  selection  can  be 
made  by  direct  comparison. 

The  commercial  vehicle  of  today 
together  with  scientific  operating 
and  maintenance  methods  leads  the 
way  to  lower  delivery  cost  in  any 
truck  operation  and  wide-awake 
fleet  superintendents  throughout  the 
country  do  not  fail  to  recognize  these 
facts. 


Preventive  Maintenance 

By  Willard  Bixby,  Vice-President,  United  Parcel  Service,  New  York 


1  —  It  reduces  operating  cost. 
Operating  and  maintenance  exjjen- 
ses  for  fleets  have  declined  as  much 
as  50%  after  the  introduction  of 
preventive  maintenance.  One  com¬ 
pany,  operating  200,000  miles  per 
month,  saved  $4,000  monthly,  after 
the  system  was  installed. 

2 — Preventive  maintenance  mini¬ 
mizes  “Out-of- Service”  time.  85% 
of  all  road  breakdowns  (accidents 
excepted)  are  caused  by  failure  to 
service  minor  parts,  which  often  re¬ 
sult  in  damage  to  major  parts.  Peri¬ 
odic  attention  to  the  entire  vehicle 
at  specified  intervals  eliminates  most 
of  these  road  failures  and  service 
tie-ups.  It  insures  uninterrupted 
ojseration. 

3  —  Preventive  maintenance  in- 


AGREEING  with  Mr.  Schon  in 
many  details,  Mr.  Bixby  com¬ 
mented  as  follows : 

Most  of  the  things  that  were 
stated  by  Mr.  Schon,  I  agree  with, 
and  we  do  our  best  to  work  along 
these  general  lines  in  our  operations, 
especially  in  the  preventive  mainte¬ 
nance.  We  never  followed  exactly 
his  plan,  but  we  always  have  had  a 
plan. 

Formerly,  we  used  to  handle  this 
preventive  work  on  a  calendar  basis, 
rather  than  mileage.  Recently,  we 
have  combined  them  in  the  last  year 
or  so  and  it  really  has  improved  the 
efficiency  of  our  fleet.  It  certainly 
gives  the  drivers  a  better  oppor¬ 
tunity  to  work  because  the  cars  are 
in  first-class  condition. 


is  probably  better  not  to  put  much 
money  in  them. 

Competitive  Sales  Argument 

Manufacturers  have  made  avail¬ 
able  a  wide  selection  of  vehicles  of 
proper  design  to  do  the  work.  It  is 
true  of  many  manufacturers  that  you 
can  get  a  first-class  vehicle,  but  in 
many  cases  the  salesmen  urge  the 
vehicles  in  competition  with  other 
salesmen  who  are  offering  the  same 
type,  and  what  they  stress  is  low 
cost.  They  try  to  get  the  initial  cost 
of  that  unit  down  so  that  if  you  fol¬ 
low  the  recommendations  of  a  sales¬ 
man  you  get  a  job  that  isn’t  just 
right.  By  getting  a  next  size  larger, 
or  putting  a  few  dollars  of  accessor¬ 
ies.  and  brakelining,  clutch,  bigger 


creases  the  equipment  life.  New  life  There  are  some  things  in  which  I  rubljer,  in  the  long  run.  even  if  you 
cannot  be  restored  by  delayed  re-  don’t  wholeheartedly  agree  with  Mr.  spend  more  money  on  that  job,  that 
pairs.  Parts  out  of  adjustment  wear  Schon.  For  instance,  I  question  the  additional  original  investment  will 
abnormally — worn  parts  cause  dam-  desirability  of  overhauling  extremely  certainly  Ije  reflected  in  the  operat- 
age  to  others — neglect  through  hit  old  vehicles,  spending  a  lot  of  money  ing  costs.  So  even  if  the  manufac- 
and  miss  maintenance  methods  seri-  on  them,  and  putting  them  in  ser-  turers  have  the  stuff  available,  they 
ously  shortens  the  vehicle  life.  vice.  don’t  always  sell  it  to  us. 

4— Preventive  maintenance  re-  If  you  are  going  to  put  an  old  Most  of  the  heavy  trucks  of  our 
duces  accidents.  In  these  days  when  truck  on  a  75  or  100  mile  haul,  it  organization  in  the  last  year  or  two 
highway  safety  is  of  paramount  im-  would  not  pay  to  overhaul.  I  don’t  have  cab-over-engines  because  we 
portance,  it  is  every- operator’s  duty  think  we  should  make  a  hard  and  have  a  space  problem.  A  short 
to  keep’ his  equipment  in  safe  operat-  fast  rule  regarding  overhaul  and  use  wheelbase  job  is  a  big  advantage, 
ing  condition.  Many  highway  acci-  of  old  equipment.  In  most  cases,  it  but  in  cases  where  there  is  plenty  of 
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room  to  move  and  operate,  I  would 
prefer  a  standard  chassis  because 
they  are  easier  to  service  and  in 
some  ways  they  work  out  a  little 
better. 

This  idea  of  getting  a  two  and  one 
half  or  three  ton  truck  to  haul  fur¬ 
niture  averaging  eighteen  Inindred 
pounds,  well,  some  furniture  runs 
light. 

Heavy  Chassis  Advocated 

Big.  tall  van  lx)dies  exert  tre¬ 
mendous  sidesway  on  your  chassis 
and  a  big  pull  on  the  rubber.  Some¬ 
times  it  pays  to  get  a  little  heavier 
chassis.  If  you  get  a  stiff  chassis  or 
heavy  chassis  it  will  help  sometimes 
on  account  of  that  top  heavy  lot  that 
you  have  to  contend  with  in  turning 
corners,  and  that  does  seem  to  have 
a  worse  effect  on  chassis,  than  hold¬ 
ing  a  concentrated  load  like  cement. 
You  can  get  on  the  bottom  of  the 
truck  and  get  your  weight  down. 

This  idea  of  trying  to  get  equal 
mileage  on  all  vehicles  is  probably 
all  right,  but  what  we  always  try  to 
do  is  to  have  operating  substations, 
comparatively  simple,  putting  in  a 
new  fleet  in  a  suburb  and  territory 
averaging  eighty  miles  a  day,  and 
maybe  put  in  a  substation  offering 
forty  or  fifty  miles,  and  in  the  mean¬ 
time  it  is  always  possible  to  trans¬ 
fer  cars  from  one  route  to  another. 
It  is  good  practice  to  keep  the  mile¬ 
age  as  nearly  equal  as  possible. 

A  man  might  have  a  truck  in  the 
fleet  that  ran  40,000  miles  and  an¬ 
other  one  80,000  miles,  but  the 
40.000  mile  truck  might  lie  in  worse 
shape  than  the  80,000  mile  truck. 
That  truck  on  the  short  route  has 


will  run  more  than  seventy-five  days 
without  getting  some  attention. 

Essential  Inspection 

At  the  inspection,  we  have  a  card 
that  we  had  made  out  with  the  items 
that  we  feel  from  experience  are  the 
ones  that  require  the  attention  most, 
and  items  that  can  be  inspected  and 
checked  up  within  a  reasonable 
length  of  time,  which  might  be  with¬ 
in  five  to  tw'enty-four  hours.  They 
mark  them  off,  check  them  if  they 
are  OK  and  adjustment  made. 
There  is  a  circle,  and  if  it  develops 
that  that  unit  requires  some  major 
work  a  cross  is  put  in  the  circle  and 
the  job  is  later  sent  to  the  main 
shop  for  more  or  less  major  work. 
In  connection  with  that,  we  have 
several  little  forms  w'e  use. 

I  might  say  something  about  the 
greasing.  We  have  cars  greased  on 
a  1.000  mile  period.  We  have  come 
to  the  conclusion  that  possibly  it  is 
a  little  too  long  to  run  between 
greasings.  We  used  to  grease  them 
every  week,  hut  now  we  are  going 
to  run  on  the  750  mile  basis  and  I 
think  this  will  just  about  hit  it. 

Anyway,  when  it’s  time  to  grease 
a  truck,  a  little  notice  is  sent  out 
showing  what  should  be  done.  It 
says,  “First,  grease  thoroughly. 
.Second,  inspect  the  oil  cleaner  and 
filter  if  necessary.  Third,  examine 
the  crankcase  oil  and  change  it  if 
necessary.’’ 

A  lot  of  cars  have  filters.  Oil 
changing  is  a  problem  with  us.  At 
present  we  send  a  notice  out  and 
the  mechanic  at  the  station  uses  his 


own  judgment.  If  he  thinks  it  is  all 
right,  we  stick  to  that.  I  don’t  know 
how  it  is  going  to  work  out.  I  think 
it  is  just  as  close  as  you  can  get 
w'ithout  having  laboratory  tests. 

Painting 

Then  we  have  a  schedule  on 
painting.  We  estimate  and  give  sta¬ 
tions  a  week’s  notice,  and  we  run 
about  five  cars  a  day  all  over  the 
city.  When  the  car  has  to  be  held 
in,  we  send  a  notice  to  the  station 
manager  and  mechanic  and  tell  them 
to  arrange  to  hold  a  certain  car  so 
that  it  will  not  be  loaded  on  inspec¬ 
tion  day.  We  tell  them  what  car  to 
use  for  a  replacement  if  necessary. 
Then  each  week  we  get  out  a  small 
chart  showing  all  of  the  inspections 
and  grease  jobs  for  the  week,  and 
how  many  of  these  were  omitted  in 
any  week,  and  send  this  to  all  sta¬ 
tions,  so  if  any  station  has  fallen 
down  and  missed  a  job  or  two  it  is 
visible  to  everybody.  If  they  miss 
any,  they  are  not  neglected.  They 
are  taken  care  of  by  somebody  else, 
but  there  is  not  a  great  proportion 
that  is  missed.  Most  of  them  get 
them  on  schedule. 

Beginning  with  the  9th  of  Janu¬ 
ary,  reports  show  that  we  have 
forty-eight  scheduled  inspections 
and  forty-eight  were  completed.  We 
had  sixty-one  scheduled  grease  jobs 
and  fifty-eight  were  completed.  In 
other  words,  they  failed  to  complete 
three  grease  jobs,  which  were  taken 
care  of  by  someone  else,  or  maybe 
they  caught  up  with  them. 


had  more  abuse  'on  brakes,  clutch, 
and  everything  else,  than  a  truck 
on  a  good  long  suburban  run.  Re¬ 
gardless  of  what  the  speedometer 
says,  it  is  usually  in  better  shape 
than  a  truck  on  a  short  route  because 
of  the  fact  that  it  is  running  in  high 
gear  most  of  the  time  and  has  had 
little  wear  and  tear  on  transmis¬ 
sion,  clutch  and  brakes.  But  for 
sales  purposes,  it  is  eventually  better 
to  equalize  the  mileage.  It  isn’t  as 
bad  as  it  looks  on  the  face  of  it. 

On  this  preventive  maintenance, 
we  operate  on  a  very  definite  mile¬ 
age  and  calendar  schedule.  We  find 
that  the  heavy  vehicles  won’t  run 
as  far  as  the  light  ones,  and  we 
bring  them  in  for  inspection  every 
2,000  miles  or  twenty-five  working 
days.  Most  of  our  trucks  work  night 
and  day.  These  vehicles  are  brought 
in  at  the  2,000  mile  period,  and  the 
light  vehicles  every  3,000,  or  seven¬ 
ty-five  w'orking  days,  but  no  truck 


Preventive  Maintenance 

By  Clinton  Bretell,  Superintendent  of  Garages,  R.  H.  Macy  &  Co.,  Inc., 
New  York.  N.  Y. 


IF  any  criticism  might  be  leveled, 
it  would  be  on  the  score  of  an  un¬ 
necessary  amount  of  complication 
and  detail  for  practical  efficiency. 
Viz— 

A — If  the  fleet  were  large  and 
scattered  it  would  take  so  many 
people,  seeing  that  all  the  details 
were  carried  out,  that  the  cost  and 
delay  would  exceed  the  saving  pos¬ 
sible  by  the  strict  adherence  to  each 
item. 

B — If  the  fleet  were  large  and 
reasonably  concentrated,  some  of  the 
detail  could  better  be  handled  in  the 
way  of  competent  supervision  and 
“spot  check’’  by  subordinate  execu¬ 
tives. 

C — If  the  fleet  were  small,  much 


of  the  detail  would  be  cared  for  by 
the  “man  on  the  job’’  directly, 
with  a  minimum  of  “paper  work’’ 
and  routine ;  and  the  latter  could  not 
be  “carried”  by  the  small  fleet  any¬ 
way,  as  the  “cost”  would  outweigh 
the  “saving.” 

While  we  subscribe  heartily  to  the 
principle  of  “Preventive  Mainte¬ 
nance,”  we  believe  it  must  be  tem¬ 
pered  with  judgment,  as  it  could 
readily  become  a  burdensome,  costly 
routine  that  would  far  exceed  the 
savings  for  which  it  was  presumably 
instituted. 

Take  as  an  example,  the  servic¬ 
ing  of  oil  filters  (assuming,  for  the 
moment  that  we  all  agree  that  this 
is  an  essential  piece  of  modern 
equipment). 
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In  our  experience,  the  type  we 
use,  in  order  to  keep  the  oil  “visibly 
clean,”  (and  how  else  can  you  be 
sure  the  filter  is  doing  what  it  is 
put  in  the  system  for?)  must  have 
the  cartridges  replaced  at  from  2,000 
to  6,000  miles,  and  with  individuals, 
all  over  this  range,  for  many  and 
variable  reasons. 

If  we  were  to  attempt  a  “se' 
schedule,”  we  would  have  to  set  it  at 
2,000  miles,  whereas  many  only  need 
it  at  3.000,  others  at  4,000,  5,000 
and  6,000.  We  would  thus  be  wast¬ 
ing  a  large  number  of  cartridges, 
quarts  of  oil  (from  filter)  and  hours 
of  labor,  which  could  better  be  de¬ 
voted  to  many  other  items  of  essen¬ 
tial  maintenance. 

Instead,  our  policy  is  for  the  man 
checking  oil  level,  also  to  check 
“appearance”  of  oil.  and  “turn  in” 
to  a  mechanic  for  “further  investi¬ 


gation”  those  on  which  the  oil  is  be¬ 
ginning  to  get  black.  This  adds  only 
slightly  to  the  “oiler’s”  job  and  saves 
all  the  other  unnecessary  expense. 

The  same  sort  of  reasoning  can 
be  applied  to  a  multitude  of  mainte¬ 
nance  problems,  thereby  securing 
most  of  the  benefits  of  Preventive 
Maintenance  without  many  of  its 
penalties. 

We  also  differ,  somewhat,  as  to 
the  stressing  of  “Road  Failures”  as 
a  serious  reflection  on  the  quality  of 
maintenance. 

We  submit  that  there  is  such  a 
thing  as  excessive  “preventive” 
work,  and  could  point  to  one  fleet 
executive  who  boasted  (in  print) 
that  he  “took  apart”  and  rebuilt 
every  new  truck  received,  before  it 
went  in  service,  so  “he  would  know 
everything  was  properly  put  togeth¬ 
er  and  would  give  him  no  trouble 


for  a  long  time  to  come.” 

We  believe  that  a  “nominal”  num¬ 
ber  of  road  failures  is  an  indication 
of  “Border  Line  Maintenance,” 
which  in  our  opinion,  is  the  ideal. 

It  is  my  own  personal  belief,  after 
many  years  of  study  of  the  subject, 

(a)  That  preventive  maintenance 
is  sound  policy,  but 

(b)  That  it  should  be  tempered 
with  common  sense  and  in  harmony 
with  the  conditions  at  hand,  using, 
wherever  possible,  the  highly  effec¬ 
tive  adjuncts  of : 

1 —  “Spot  check” 

2 —  “Subordinate,  controlled,  su- 
jiervision” 

3 —  “Flexibility” 

in  place  of  blind  adherence  to  a 
highly  involved,  and  possibly,  need¬ 
lessly  cumbersome  system. 


Strengthening  Employee  Relations 


needed  to  review  and  revise  this 
procedure  at  once. 

It  was  suggested  by  one  member 
of  the  audience  that  the  point  at 
which  our  employee  relations  must 
be  strengthened  is  the  siqiervisory 
level.  Our  buyers  and  section  man¬ 
agers  need  to  be  told  by  top  man¬ 
agement  at  the  time  they  are  em¬ 
ployed,  “It  is  the  policy  of  this  store 
to  treat  employees  fairly  and 
humanely.  They  have  certain  rights. 
You,  in  your  capacity  as  a  super¬ 
vising  executive,  will  he  required  to 
recognize  those  rights.”  Let  this  he 


(Continued  from  page  122) 

a  part  of  the  employment  agreement 
with  the  executive.  In  fairness  to 
the  executive,  give  him  a  complete 
and  adequate  training  course  in  per¬ 
sonnel  supervision.  Then  there  will 
he  hope  for  satisfactory  employee 
relations. 

In  summarizing  the  discussion. 
Chairman  Bixby  advanced  the  opin¬ 
ion  that  an  immediate  step  to  lie 
taken  by  members  of  the  audience 
upon  return  to  their  stores  was  one 
of  reviewing  personnel  policy  with 
management.  Not  only  should  pres¬ 
ent  policy  and  practise  he  reviewed 


by  the  top  executives  of  every  store, 
it  should  he  written  down  and 
placed  before  all  employees  so  that 
they  may  know.  “There  can  be  no 
question  that  we  are  all  of  one  mind 
in  recognizing  that  employees  do 
have  rights,  and  that  no  matter  how 
good  our  own  organization  is  at  any 
given  moment,  we  never  can  reach 
a  state  of  perfection  in  the  adminis¬ 
tration  of  personnel  policy,  a  state 
which  will  completely  assure  our 
employees  of  their  rights.  This  goal 
will  always  be  ahead  of  us.” 


c<?o 
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•  News  in  Ready-to-Wear  • 


Constance  Talbot  Discusses  Altman^s  Washability 
Certification  Program 


Most  ready-to-wear  stocks 
have  a  scattering  through  them 
of  manufacturers’  tags  to 
identify  certain  fabrics  as  washable 
and  furnish  instructions  for  tested 
laundering  procedures.  We  dis¬ 
cussed  in  these  pages  last  month  the 
efforts  made  by  fabric  and  garment 
resources  in  this  direction.  This 
month  we  consider  another  possi¬ 
bility — a  store  policy  which  accepts 
complete  responsibility  for  wash- 
ability  and  places  its  own  guarantee 
tag  and  instructions  upon  the  gar¬ 
ment. 

.■\t  H.  .Altman  &  Co.  this  policy 
has  been  established  over  a  period 
of  several  seasons.  Store  customers 
are  familiar  with  it,  and  when  they 
are  interested  in  washability  they 
look  for  the  Altman  washtub  tag. 
It  is  featured  now  in  southern  wear 
stocks;  later  it  will  appear  in  the 
spring  and  summer  stocks ;  and 
some  types  of  merchandise  carry  it 
the  year  round. 

Discussing  the  program,  Mr.  H. 
S.  Sheffield  of  Altman’s  said :  “Two 
years  ago,  in  order  to  have  a  basis 
of  sound  facts  for  our  washability 
promotions,  we  determined  to  test 
the  fabrics  used  in  all  garments  that 
we  thought  might  wash,  and  in  no 
matter  what  ready-to-wear  stock. 

“Our  tests  are  made  with  Ivory 
Soap,  in  cooperation  with  Procter  & 
Gamble.  The  manufacturer  of  the 
garment  has  no*  part  in  the  plan,  ex¬ 
cept  that  in  ordering  anything  we 
think  can  be  classified  as  washable 
we  request  from  him  samples  of  the 
fabrics  for  our  tests. 


Window  display  featuring  the  washtub  tag. 


“Tests  are  made  of  every  color 
combination  in  every  fabric,  both 
plain  and  printed.  The  book  which 
contains  our  small  fabric  samples 
and  records  of  each  test  is  thick,  and 
indicates  a  thoroughly  tested  stock. 
The  procedure  of  testing  applies  to 
better  price  lines  as  well  as  popular- 
price  merchandise  and  includes 
sports  dresses,  evening  dresses, 
negligees,  children’s  clothes,  corsets, 
etc. 

“The  tags  used  to  identify  wash¬ 
able  merchandise  carry  simple  wash¬ 


ing  instructions  on  the  back.  The 
customer  is  told  that  the  dress  is 
washable  if  the  instructions  on  the 
tag  are  followed.’’ 

The  washing  instructions  differ 
with  the  type  fabric  cut  into  the 
dress.  Care  is  taken  to  not  only 
know  the  fiber  content  but  to  fit  to 
this  fiber  the  correct  information  for 
the  customers  better  enjoyment  of 
the  garment.  The  success  of  this 
promotion  can  best  be  judged  by  its 
repetition  season  after  season  until 
it  has  become  an  established  policy. 


Convention  Notes 

At  the  Merchandising  Division’s  of  more  emphasis  on  size  assort- 
Ready-to-Wear  meeting,  Mrs.  ment,  and  that  salespeople  be  trained 
Tobe  Coller  Davis  of  the  Tobe  to  sell  from  the  same  angle. 

Fashion  Service  emphasized  the  im-  Speaking  of  the  better  dress  busi- 
portance  of  proper  selling  as  a  di-  ness,  above  $20  retail,  she  stressed 
rect  means  of  building  volume  in  the  importance  of  a  buyer  who  is 
dress  departments.  She  said,  speak-  also  a  “seller’’,  and  of  good  sales¬ 
ing  of  the  price  range  from  $12.90  people,  if  specialty  shop  competition 
to  $22  or  $25  retail :  is  to  be  met  successfully.  “Is  your 

“Talk  to  any  cracker  jack  sales  buyer  a  seller?  Have  you  a  buyer 
person  and  you  will  find  that  she  with  personality?  Can  she  sell? 
will  not  overwhelm  her  customer  Does  she  know  the  people  in  the 
with  too  many  styles.  She  will  judge  community?  Has  she  the  proper 
her,  show  her  a  few  styles  and  fit  contacts  to  get  in  touch  with  those 
her.”  Even  though  salespeople  tell  people?  If  she  isn’t  a  seller,  but 
you,  Mrs.  Davis  said,  that  they  must  has  other  good  merchandising 
show  a  variety  of  styles  to  avoid  the  qualities — because  I  admit  I  know 
possibility  of  duplication  in  the  cus-  such  women — then  has  she  an  as- 
tomer’s  social  group,  this  attitude  sistant  who  can  sell?  Because  there 
may  be  exaggerated.  Your  store  must  be  a  seller  in  the  department.” 
draws  its  customers  from  commu-  “.  .  .  Each  one  of  you  needs  two 
nities  outside  the  city  as  well  as  or  three  star  salespeople  in  your  de- 
within  the  city.  And  in  any  case  partment  who  are  above  the  depart- 
customers  don’t  buy  dresses  unless  ment  store  average.  Go  out  and  get 
they  fit.  She  advised  that  buying  them.  Pay  them  a  price  and  get 
plans  be  worked  out  on  this  policy  (Continued  on  page  147) 
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Piece  Goods 

•  BY  CONSTANCE  TALBOT  • 


An  ininiediate  jjromotion  of  fab¬ 
rics  for  blouses  should  stimu¬ 
late  business  for  the  yard  goods 
department.  Spring  suits  are  already 
widely  promoted  and  enthusiastical¬ 
ly  accepted.  Fabric  departments 
featuring  wool  or  wool-like  fabrics 
will  sell  much  yardage  for  suits,  es¬ 
pecially  those  of  the  soft  dressmaker 
type  and  bolero  and  Eton  styles. 

Take  advantage  of  this  enthusi¬ 
asm  for  suits  by  setting  up  a  section 
for  selling  blouse  fabrics  in  your 
department  and  by  training  your 
salespeople  to  do  a  style  selling  job 
in  building  this  additional  business. 
In  planning  the  space  on  a  counter 
or  table,  remember  the  variety  of 
fabrics  offered  for  blouses  and 
emphasize  the  fact  that  every  woman 
who  buys  a  suit  needs  a  blouse 
wardrobe — from  three  to  five 
blouses. 

Make  a  definite  plan  so  that  all 
types  of  blouses  are  represented  in 
the  styles  of  your  pattern  stocks  and 
be  sure  you  can  make  at  least  five 
fabric  suggestions  for  each  pattern 
selected  for  this  promotion.  In  mak¬ 
ing  your  selection  be  sure  that  you 
include  the  high  quality  washable 
silk  blouses  that  are  so  expensive 
to  buy.  Feature  also  the  piopular 
price  type,  and  do  not  forget  the 
easy  to  make  sleeveless  blouse  that 
the  pattern  companies  so  often  in¬ 
clude  in  their  suit  patterns.  (Yes, 
your  customer  will  buy  the  suit  pat¬ 
tern  if  she  really  wants  to  make  the 
blouse. ) 

Your  salespeople  should  ask  each 
customer  what  style  suit  she  will 
wear.  Most  of  them  can  be  classi¬ 
fied  as  man  tailored,  soft  tailored, 
Schiaparelli,  tweed  and  flannel 
sports  suits,  soft  little  dress-like 
suits,  bolero  and  Eton  effects,  or 
box  jackets.  Suits  of  these  types 
will  be  worn  by  women  and  girls 
of  all  ages.  The  blouse  fashions  in¬ 
cluded  the  definitely  tailored  shirt¬ 
waist  types  with  V-necks,  high  col¬ 
lars  or  Peter  Pan  collars ;  waist¬ 
coats  that  button  down  the  front; 
shirtwaists  that  tuck  in ;  short  over¬ 
blouses  that  do  not  tuck  in.  The 
dressier  type  of  blouse  is  a  hang¬ 
over  from  the  winter  season  and  will 
be  replaced  as  the  season  advances 
by  the  frilly  blouse  land  the  sweater¬ 
like  sport  shirt  to  wear  with  slacks. 


Fabrics  are  important.  The  ex¬ 
pensive  tailored  shirts  are  made  of 
beautiful  wash  silks.  The  more 
popular  price  shirts  are  made  of  fine 
washable  rayon  in  plain  colors. 
There  are  also  prints  in  Paisley  de¬ 
signs,  shadow  prints,  striped  shirt¬ 
ings,  small  checks  and  flowers.  High 
style  specialty  shops  are  selling  hand 
smocked  blouses  and  lingerie  blouses 
tucked  and  trimmed  with  lace. 

As  to  the  color  story  in  blouse 
fabrics,  the  early  spring  preference 
is  for  plain  fabrics,  with  white  in 
the  lead,  followed  by  soft  tones  of 
maize,  dusty  pink,  shell  and  thistle, 
also  some  of  the  new  blues  and  a 
few  reds.  Beige  in  several  shades, 
to  match  the  suit  color,  is  a  high 
style  promotion  idea.  In  selling 
prints,  have  the  suit  color  repeated 
in  one  of  the  blouse  colors,  or  con¬ 
trast  all  the  colors.  When  a  suit  is 
made  of  a  novelty  fabric  or  is  a 
combination  of  definite  design  con¬ 
trasted  with  a  plain  fabric,  the 
blouse  must  be  plain.  With  plain 
suits  the  blouse  is  often  a  print. 


The  Merchandising  Division’s 
session  on  Piece  Goods  was  presided 
over  by  Mr.  Herbert  H.  Benington, 
Divisional  Merchandise  Manager, 
L.  Bamberger  &  Co.  Stressing  the 
advantage  of  looking  outside  the 
store  for  suggestions  on  obtaining 
additional  piece  goods  business,  he 
introduced  Mrs.  Edna  Bryte,  In¬ 
structor  of  Sewing  Teachers  at  the 
New  Jersey  College  for  Women. 
Mrs.  Bryte  emphasized  the  import¬ 
ance  of  interesting  the  coming  gen¬ 
eration  of  sewers  by  teaching  the 
girl  in  school  today  less  of  the  sam- 
]fler  methods  of  past  generations, 
and  stressing  instead  the  possibili¬ 
ties  of  being  better  dressed  in 
clothes  she  can  make  for  herself. 
She  urged  that  stores  familiarize 
themselves  with  the  type  of  work 
being  done  by  sewing  teachers  in 
their  communities. 

Miss  Muriel  King,  designer, 
spoke  of  the  encouragement  and 
help  which  stores  can  give  in  de¬ 
veloping  girls  with  dressmaking  and 
designing  talent,  so  that  the  younger 
generation  will  be  encouraged  to 


Here  are  some  color  combina¬ 
tions.  For  navy  suits,  sell  white, 
yellow,  dusty  rose,  thistle  or  red. 
For  gray,  sell  white,  black,  wine  or 
blue.  For  beige  or  gray,  sell  brown 
or  a  matching  shade.  With  off 
shades  of  light  blue  contrast  brown 
or  gray. 

It  is  important  to  go  seriously  into 
the  business  of  extra  yardage  for 
blouses.  Make  up  some  models  that 
tell  your  story.  Include  better 
models  that  are  expensive  to  buy. 
Include  also  an  easy-to-make  blouse 
that  takes  a  minimum  yardage. 
Plan  your  displays  so  that  the  cus¬ 
tomer  is  convinced  that  she  needs  at 
least  two  blouses,  and  let  her  see 
that  it  is  worth  while  to  make  them 
herself.  Perhaps  you  will  sell 
blouse  yardages  packaged  with  a 
tag. 

As  the  weather  grows  warmer, 
time  the  introduction  of  cotton 
blouses.  Introduce  them  in  frilly, 
sleeveless,  easy-to-make  models. 

Ring  up  profit  by  consistent  pro¬ 
motion  of  blouse  fashions. 


look  upon  dressmaking  as  a  profes¬ 
sion  with  something  of  the  glamour 
that  attaches  to  painting  and  sculp¬ 
ture. 

At  the  conclusion  of  Miss  King’s 
talk,  Mr.  Benington  asked  the  meet¬ 
ing  how  many  stores  cooperated  ac¬ 
tively  with  dressmakers  and  not  a 
hand  was  raised.  He  then  asked 
how  many  retailers  felt  it  would  be 
a  good  policy  to  follow’,  and  there 
was  a  general  expression  of  assent. 
(Note:  In  the  Piece  Goods  Sales 
Manual  and  in  the  December  Bul¬ 
letin’s  Piece  Goods  section  sugges¬ 
tions  are  given  for  working  out  such 
dressmaker  cooperation  programs.) 

At  the  close  of  the  meeting,  the 
report  of  the  Committee  on  Home 
Sewing  Promotion  w’as  read.  The 
plan  outlined  would  expend  a  cam¬ 
paign  fund  of  $25,000  to  revive  in¬ 
terest  in  home  sewing  in  twenty  se¬ 
lected  cities. 

The  Sales  Promotion  sessions  in¬ 
cluded  a  discussion  of  Piece  Goods 
promotion.  This  forms  part  of  the 
sales  promotion  story  elsewhere  in 
this  issue. 


Piece  Goods  at  the  Convention 
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They  wouldn’t  look  a  gift  horse  in  the  mouth 


but  —  when  they  buy  patterns 


WOMEN  LIKE  TO  BE  SHOWN! 


PICTORIAL  PATTERN  sales  are  soaring  -  and  PICTORIAL  FASHIONETTES 
are  doing  the  job  becanse  .  .  . 

FASHIONETTES  are  actual  color  photographs  of  living  models 
wearing  PICTORIAL  PATTERN  fashions. 

A  FASHIONETTE  shows  the  customer,  before  she  buys,  exactly 
what  she  can  expect  of  her  pattern  and  piece-goods.  It  is  the 
living  proof  of  the  pattern’s  wearability. 

FASHIONETTES  sell  Piece  -  Goods— they  dramatize  the  new  colors  and 
textures  of  the  season  . .  .  FASHIONETTES  sell  accessories— they  show  the 
woman  the  correct  hats,  gloves,  hosiery,  shoes,  and  jewelry  . . .  FASHION¬ 
ETTES  sell  PICTORIAL  PATTERNS. 

FASHIONETTES  in  full  color  are  in  the  PICTORIAL  Counter  Books,  on 
Pattern  Envelopes,  on  Posters— they  are  active  sales  personalities  you 
can’t  afford  to  be  without! 

ARE  PICTORIAL  FASHIONETTES  WORKING  FOR  YOU? 


PICTORIAL  REVIEW  P AHERN  COMPANY,  INC.,  419  Fourth  Ave.,  New  York,  N.  Y. 
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end  that  further  study  may  be  given 
to  the  inequalities  and  discrimina¬ 
tions  existing  between  states  having 
differing  laws  in  this  respect. 

7.  The  Association  recommends 
that  inquiry  be  made  of  the  proper 
federal  agencies  concerning  the  re¬ 
sults  and  benefits,  if  any,  that  have 
gro^yn  out  of  the  provisions  for  pub¬ 
licity  of  the  compensation  paid  to 
individuals  as  provided  in  the  Rev¬ 
enue  Act  and  in  the  regulations  of 
the  Securities  and  Exchange  Com¬ 
mission  and  if  upon  receipt  of  the 
information  there  appears  no  clear 
justification  for  these  provisions,  it 
is  urged  that  these  features  in  the 
respective  acts  and  regulations  be 
repealed. 

8.  The  Association  urges  also  the 
elimination  of  those  excise  taxes,  the 
cost  of  collection  and  administration 
of  which  are  disproportionate  to  the 
revenue  derived  therefrom. 

These  are  the  recommendations 
of  the  Taxation  Committee  of  the 
National  Retail  Dry  Goods  Associ¬ 
ation — arrived  at  after  careful  study 
of  the  problems  and  need  of  retail¬ 
ers,  small  and  large ;  and,  as  I  said, 
we  hope  that  they  will  receive  the 
consideration  and  support  of  all 
other  divisions  and  organizations  of 
retailing. 

Retail  Promotion 

It  is  a  temptation  to  discuss  some 
forms  of  state  and  local  taxation, 
but  I  must  now  leave  the  subject 
of  taxation  and  say  a  few  words 
about  another  matter  of  interest  to 
retailers.  I  have  been  asked  to  com¬ 
ment  upon  sales  and  promotional 
methods,  and  surely  that  is  not  an 
easy  request  to  fulfill  specifically  yet 
briefly  before  an  audience  made  up 
ot  representatives  selling  everything 
from  hotel  accommodations  and 
automobiles  to  loaves  of  bread  and 
spools  of  thread.  I  shall,  however, 
refer  to  a  few  things,  which  can  be 
done — and  will  be — by  alert  retail¬ 
ers  of  1937. 

It  was  not  so  many  years  ago  that 
a  prominent  retailer  made  this  state¬ 
ment  : — “Advertising  is  still  a  mat¬ 
ter  of  caprice  and  individual  opin¬ 
ion.”  Imagine  spending  vast  sums 
of  advertising  money  on  the  basis 
of  mere  cleverness,  opinions  or 
hunches.  No  wonder  that  criticism 
of  advertising  waste  and  ineffective¬ 
ness  follows. 


Briefly,  what  are  some  of  the  re¬ 
quisites  for  a  more  resultful  retail 
advertising  operation — both  as  to 
sales  and  profits — in  1937?  First 
of  all,  there  must  be  a  proper  con¬ 
ception  of  the  sales  promotion  job; 
the  retail  promoter  must  think  first 
and  foremost  in  terms  of  SELL¬ 
ING,  seeking  every  possible  and  fair 
way  within  reasonable  expense 
lx)unds  to  sell  more  goods. 

Next,  he  must  develop  a  vital, 
leadership-taking  Sales  Plan  indicat¬ 
ing  w’orthwhile  sales  and  profit  ob¬ 
jectives  and  outlining  practical 
methods  for  achieving  them. 

Thirdly,  he  must  always  keep  in 
mind  that  a  customer  is  interested, 
as  a  rule,  in  buying  only  one  item 
of  merchandise  at  a  time,  and  that 
when  Salesperson,  Advertisement, 
Display,  or  any  other  form  of  sales 
jiromotion  fails  to  explain  what  the 
customer  wants  to  know  about 
THAT  ITEM,  she  simply  does  not 
buy — or  if  she  does,  she  is  likely  to 
return  her  purchase  later.  Hence, 
it  is  a  mighty  wise  policy  to  dig 
thoroughly  for  the  Facts  or  Selling 
Points  about  INDIVIDUAL 
ITEMS  of  merchandise,  and  to  see 
to  it  that  the  prospective  purchaser 
is  given  them. 

And  a  very  important  considera¬ 
tion  today  is  that  the  successful  re¬ 
tail  promoter  must  develop  a  better 
understanding  of  the  changing  con¬ 
sumer  and  must  more  closely  attune 
his  promotional  efforts  to  consumer 
demand.  No  one  will  question  the 
wisdom  of  this  statement,  and  yet 
it  is  a  fundamental  that  the  average 
retailer  is  only  now  beginning  to  ap¬ 
preciate.  At  the  recent  Annual  Con¬ 
vention  of  the  National  Retail  Dry 
Goods  Association  representatives 
of  many  consumer  organizations 
stressed  the  need  for  more  construc¬ 
tive  action  by  retailers  in  this  direc¬ 
tion  ;  and  the  wise  merchant  will 
delay  no  longer  in  arranging  to  get 
in  step — and  to  keep  in  step — with 
the  desires  and  demands  of  his  pub¬ 
lic. 

May  I  leave  one  additional  thought 
with  you  on  the  subject  of  retail  pro¬ 
motion?  Don’t  ever  consider  that 
your  job  is  finished  when  you  have 
simply  created  an  advertisement  or 
display.  Actually  your  job  of  selling 
has  really  just  begun.  Make  sure 
that  you  “follow  through”  or  “back 
up”  your  message  at  every  turn — 
through  properly  posted  salespeople. 


through  effective  merchandise  pres¬ 
entation  at  the  point  of  sale  and 
through  informative  signs  that  are 
not  just  words — but  words  chosen 
intelligently  from  a  selling  stand¬ 
point. 

Consuiner  Relations 

The  consumer  of  1937  is  inter¬ 
ested  more  than  ever  before  in  the 
quality  of  the  merchandise  which 
she  purchases.  She  w'ants  to  know 
— will  it  give  satisfactory  service ;  is 
she  getting  maximum  value  for 
every  dollar  that  she  spends? 

As  usual,  the  National  Retail  Dry 
Goods  Association  is  ready  and  will¬ 
ing  to  meet  this  trend  in  consumer 
demand.  Where  a  demand  for  a 
merchandise  standard  exists,  we 
have  worked  with  the  interested  con¬ 
sumer  organizations  as  well  as  with 
the  producers  of  the  merchandise  it¬ 
self.  To  date  much  progress  has 
been  made,  and  largely  through  the 
efforts  of  this  Association  standards 
have  been  established  on  the  follow¬ 
ing  :  the  sizes  of  bed  blankets ;  meth¬ 
ods  of  testing  and  reporting  on 
woven  dress  fabrics  as  to  crocking, 
cleaning,  laundering,  color  fastness 
to  light  and  perspiration ;  the  mark¬ 
ing  of  gold  filled  and  rolled  gold 
articles ;  hosiery  lengths ;  standard 
methods  of  measurement  and  stand¬ 
ard  measurements  for  knit  under¬ 
wear  ;  specifications  covering  the 
width  of  wall  paper,  length  of  single 
roll,  and  coverage  surface ;  and 
standard  minimum  measurements 
for  men’s  pajamas  made  from  woven 
fabrics. 

Among  the  standards  that  are  be¬ 
ing  worked  on  at  the  present  time, 
those  which  aim  to  set  up  standard 
size  measurements  for  women’s 
dresses  and  for  children’s  and  in¬ 
fant’s  w’ear  are  of  outstanding  im¬ 
portance.  Not  only  has  the  variation 
in  the  measurements  of  garments 
made  by  the  different  manufactur¬ 
ers  been  a  source  of  much  incon¬ 
venience  to  both  consumers  and  re¬ 
tailers,  but  also  it  has  been  the  cause 
of  many  lost  sales  and  returns  of 
merchandise.  With  standard  size 
specifications,  a  size  36  dress  would 
measure  the  same  regardless  of  the 
manufacturer  or  the  store  that  sells 
it,  and,  if  a  size  6  garment  would 
fit  a  child,  a  second  garment  marked 
size  6  would  also  fit  the  same  child. 

Consumer  interest  is  being  ex¬ 
pressed  very  definitely  through  na¬ 
tional  consumer  organizations,  such 
as  the  General  Federation  of 
Women’s  Clubs,  the  American 
Home  Economics  Association,  and 
similar  groups.  Undoubtedly  one  of 
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the  most  important  developments  in 
consumer  expression  will  be  along 
this  line  of  action.  And  here  again 
the  National  Retail  Dry  Goods  As¬ 
sociation  recognizes  this  movement 
and  is  sponsoring  the  formation  of 
a  Consumers’  Council.  Through  this 
Council  may  be  gathered  suggestions 
and  examples  of  achievement  from 
all  leading  stores;  movements  may 
be  initiated  and  sponsored  for  neces¬ 
sary  standardization ;  informative 
labeling;  and  honest  advertising  in 
the  interest  of  all  consumers;  and 
the  cause  of  more  than  120  million 
consumers  of  the  country  will  be 
championed  in  their  right  to  fair 
prices.  As  Harold  W.  Brightman, 
\’ice  President  of  L.  Bamberger  & 
Company,  and  Chairman  of  the 
Merchandising  Division  of  the  Na¬ 
tional  Retail  Dry  Goods  Association, 
recently  put  it — ^“honest  informa¬ 
tion,  and  value  received.” 

As  Chairman  of  the  Advisory 
Committee  on  Ultimate  Consumer 
Goods  of  the  National  Retail  Dry 
Goods  Association  and  working  with 
the  American  Standards  Associa¬ 
tion,  Mr.  Brightman  is  doing  a 
splendid  job  in  bringing  together  all 
the  national  consumer  organizations 
to  determine  the  most  important 
items  of  consumer  goods  that  need 
standardization,  and  to  cooperate  in 
establishing  national  standards  that 
will  meet  consumer  requirements. 

We  must  be  mindful  at  all  times 
that  as  purchasing  agent  for  the  con¬ 
sumer,  the  retailer  is  responsible  for 
supplying  the  daily  needs  and  wants 
of  the  nation.  In  this  capacity,  it  is 
his  duty  to  keep  constantly  posted 
on  all  changes  'and  trends  of  con¬ 
sumer  demand,  as  well  as  the  buy¬ 
ing  habits  of  his  customers;  and  to 
see  that  these  wants  and  demands 
are  supplied  with  quality  merchan¬ 
dise.  Local  retail  organizations  can 
cooperate  in  this  work  by  promul¬ 
gating  standards  as  they  are  adopted 
l)y  national  groups  from  time  to 
time. 

Credit  Development 

I  have  also  Ijeen  asked  to  com¬ 
ment  on  the  important  subject  of 
Credit  and  Collections — a  subject  of 
vital  interest  to  all  retailers  today. 

The  outlook  for  an  expanding  and 
profitable  credit  business  is  brighter 
now  than  it  has  been  in  the  history 
of  retail  credit  selling.  This  expan¬ 
sion  has  been  particularly  notable  in 
the  field  of  Installment  Selling 
where  successive  gains  in  volume 
continue  to  mount  from  year  to 
year.  The  Controllers’  Congress 


Flash  Report  showed  an  increase  of 
35%  for  1935  over  1934  and  a 
corresponding  increase  in  dollar  vol¬ 
ume  of  33%  for  1936  over  1935. 
The  Charge  Account  Division  has 
shown  gains  too,  although  at  a  lesser 
rate  of  increase. 

New  Importance  of  Credit 

Who  would  have  thought  ten  years 
ago  that  accounts  receivable,  then 
the  second  largest  asset  on  the  aver¬ 
age  store’s  books,  would  some  day 
replace  “merchandise  on  hand,”  gen- 
erallv  listed  as  the  largest  asset? 
Yet  iiiat  is  exactly  what  is  happen¬ 
ing  today  and  which,  incidentally, 
emphasizes  the  new  importance  of 
credit  in  retail  distribution!  While 
this  situation  is  not  yet  a  general 
thing,  the  trend  is  very  definitely  in 
the  direction  of  a  constantly  increas¬ 
ing  credit  volume  at  the  expense  of 
the  cash  business.  This  presents  new 
problems  for  the  retailer,  and  a  new 
orientation  and  business  attitude  will 
be  in  order  to  cope  with  this  situa¬ 
tion  adequately. 

There  is  one  element  in  the  pic¬ 
ture  today  which  disturbs  me  some¬ 
what  and  that  is  the  apparently 
widespread  prevailing  fallacy  of  go¬ 
ing  the  limit — all  the  traffic  will 
bear — in  the  Ijelief  that  Installment 
Selling  had  successfully  withstood 
the  onslaught  of  the  most  ravaging 
depression  of  modern  times  and  that 
it  lias  come  through  with  colors  fly¬ 
ing  high.  I  cannot  dispute  the  record 
of  Installment  Selling  during  the  de¬ 
pression,  particularly  in  the  depart¬ 
ment  store  field,  for  the  figures  show 
that  bad  debt  losses,  collection  per¬ 
centages,  repossession  experiences 
were  only  slightly  above  normal  and 
were  on  the  whole  lx*tter  than  the 
regular  monthly  charge  account 
business.  Are  we  not,  however,  in 
our  eagerness  for  new  business, 
particularly  in  our  eagerness  for  In¬ 
stallment  Business,  overlooking  cer¬ 
tain  basic  conditions  which  go  to 
make  up  those  figures  on  Installment 
Selling  operating  results — conditions 
which  are  not  immediately  apparent 
in  the  figures  themselves? 

Now,  I  am  not  alarmed  at  the 
current  increase  in  installment  vol¬ 
ume  so  long  as  it  is  obtained  on  a 
sound  basis,  so  long  as  credit  is  kept 
within  reasonable  limits.  By  a 
sound  basis  I  mean — that  retailers 
should  compete  with  each  other  in 
quality  of  merchandise  and  character 
of  service;  but  I  doubt  the  wisdom 
and  soundness  of  unbridled  compe¬ 
tition  of  credit  terms,  which  wdll 
eventually  prove  disastrous  to  both 


the  retailer  and  customer.  Credit 
risks  should  be  carefully  selected.  A 
substantial  down-payment  should  be 
required,  and  the  balance  due  should 
be  payable  over  a  period  of  time 
commensurate  with  the  price, 
amount  of  down-payment,  the  prob¬ 
able  life  of  the  merchandise,  and  its 
resale  value.  If  w'e  make  our  credit 
terms  too  easy,  we  shall  make  our 
collection  problems  too  difficult. 

There  is  a  very  definite  question 
in  my  mind  as  to  the  wisdom  of  sell¬ 
ing  so-called  soft  goods,  such  as 
wearing  apparel,  piece  goods,  acces¬ 
sories,  notions,  toilet  gwxls,  etc.,  on 
extremely  liberal  terms.  Personally, 

I  feel  that  if  these  lines  are  to  be 
sold  on  a  deferred  payment  basis, 
retailers  should  require  a  substan¬ 
tial  down-payment  with  the  balance 
of  the  contract  payable  within  the 
period  not  exceeding  sixty  or  ninety 
days,  or  some  other  period  of  time 
in  relation  to,  but  substantially  less 
than  the  expected  life  of  the  article. 
It  is  most  unwise,  in  my  opinion,  for 
retail  stores  to  offer  wearing  apparel 
for  sale  on  the  basis  of  no  down- 
payment  and  then  permit  customers 
to  pay  for  the  merchandise  in  week¬ 
ly  installments  of  25  cents,  50  cents 
or  $1.00  over  a  period  of  many 
months. 

The  time  has  come  when  we  must 
take  stock  of  the  practices  followed 
during  the  last  two  years,  when  we 
must  decide  whether  we  want  un¬ 
bridled  competition  in  terms ;  wheth¬ 
er  we  want  to  continue  to  sell  all 
types  of  general  merchandise  on  the 
deferred  payment  plan;  whether  we 
want  to  maintain  our  maximum  of 
terms.  There  is  only  one  way  to 
eliminate  the  evils  which  have  crept 
into  installment  selling  and  to  come 
to  some  form  of  an  agreement  of 
those  l)eneficial  parts  of  the  system 
we  wish  to  retain,  and  that  is  by 
sound  cooperative  comtiiunity  ac¬ 
tion,  the  very  subject  on  which  you 
have  asked  me  to  speak. 

Before  I  leave  this  subject  of 
Credit,  I  wish  to  read  to  you  some 
recommendations  which  were  made 
at  the  Joint  Session  of  the  Credit 
Management  Division  and  the  Con¬ 
trollers’  Congress  at  our  recent  Con¬ 
vention  held  in  New  York,  because 
I  believe  them  to  be  rather  pertinent 
and  worthy  of  your  consideration. 

They  are  in  part  as  follows: 

1.  That  you  know  how  to  select 
the  proper  risks. 

2.  That  you  educate  your  custom¬ 
ers  not  only  as  to  their  respon¬ 
sibility  to  your  store,  but  also 
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as  to  the  requirement  that  their 
payments  be  made  on  time. 

3.  That  you  follow  up  vigorously 
on  payments  as  they  become 
due. 

4.  That  you  keep  eternally  after 
your  delinquents  and  age  your 
accounts  not  less  than  once 
every  three  months. 

5.  That  you  provide  ample  re¬ 
serves  against  loss  to  cover 
present  day  losses  as  well  as 
allowances  for  larger  losses  in 
the  event  of  another  depression. 

6.  That  you  not  take  profits  on 
installment  sales  until  you  re¬ 
ceive  the  cash  from  them. 

7.  That  your  record  of  accounts 
be  maintained  up  to  date  at  all 
times  so  that  you  can  follow 
through  satisfactorily  in  your 
collection  efforts. 

8.  That  you  charge  interest  on  all 
delinquent  limited  soft  line  ac¬ 
counts  and  if  you  are  not  al¬ 
ready  doing  so,  consider  charg¬ 
ing  interest  on  past  due  thirty- 
day  accounts. 

9.  That  you  segregate  your  vari¬ 
ous  types  of  credit  accounts, 
such  as  C.  O.  D..  lay-away, 
major  appliance,  home  furnish¬ 
ing  and  apparel  long  term,  and 
soft  line  short  term  accounts  so 
that  you  will  know  periodically 
the  sales  produced,  as  well  as 
the  investment  in  and  turnover 
of  each  class  of  accounts. 

10.  That  you  don’t  experiment  hap¬ 
hazardly,  or  grab  off  a  credit 
plan  from  the  publicity  of  some 
other  store.  Make  a  careful  and 
thorough  study  of  this  problem 
for  your  own  store.  Then  if 
you  reach  a  decision  to  libera¬ 
lize  your  policy,  do  not  put  it 
into  action  in  a  half-hearted 
manner,  and  remember  that 
aggressively  promoting  your 
terms  does  not  mean  using  the 
unsupported  superlatives. 

Retail  Platform  V 

The  National  Retail  Dry  Goods 
Association  has  thousands  of  loyal 
members  located  in  every  state  of 
the  Union  and  in  many  foreign 
lands.  It  has  a  goodly  number  of 
loyal  cooperative  members  right 
here  in  the  City  of  Pittsburgh.  But 
it  has  no  more  loyal  worker,  giving 
freely  of  his  time  and  ability  to  the 
advancement  of  retailing  and  the 
interests  of  the  consumer — ^than 
Irwin  Wolf  of  your  City. 


Irwin  Wolf  is  Chairman  of  the 
important  Vendors’  Relations  Com¬ 
mittee  of  the  Association,  and  as 
such  he  did  a  great  deal  of  splendid 
constructive  work  on  the  Platform 
governing  the  relations  of  Retailers 
with  Government,  Consumers,  Em¬ 
ployees  and  Vendors  which  was 
adopted  by  the  Association’s  Board 
of  Directors  at  its  XovemlxT  meet¬ 
ing. 

This  Retail  Platform  was  the 
basis  of  a  constructive  forward-look¬ 
ing  Resolution  which  was  adopted 
unanimously  by  the  membership  of 
the  Association  at  its  recent  Con¬ 
vention.  It  is  in  accord  with  the 
principle  that  public  policy  demands 
fair  and  equitable  provisions  be 
made  in  the  field  of  distribution  for 
the  payment  of  just  wages,  the 
elimination  of  excessive  hours  of 
work,  and  the  abolition  of  child 
labor,  and  expresses  the  need  and 
the  desire  to  safeguard  the  best  in¬ 
terests  of  the  consumer,  and  to  de¬ 
velop  further  a  sound  program  of 
fair  and  equitable  relations  with 
vendors.  This  Resolution  is  so  im- 
ixjrtant  to  retailers  that  I  am  going 
to  read  it  in  its  entirety.  It  is  as 
follows : 

WHEREAS,  the  Board  of  Di¬ 
rectors  of  the  National  Retail  Dry 
Goods  .Association  has  submitted 
a  platform  to  this  Convention 
stating  in  general  and  in  detail, 
principles  of  action  affecting  lx)th 
this  industry  and  the  national  wel¬ 
fare,  and 

WHEREAS,  this  Convention 
approves  the  objectives  toward 
which  the  general  principles  are 
directed,  to  wit,  the  reduction  of 
unemployment,  the  greatest  possi¬ 
ble  economy  in  a  distribution  of 
goods  and  services  consistent  with 
the  constantly  improving  stand¬ 
ards  of  life,  and  the  promotion  of 
better  understanding  between  re¬ 
tailers,  consumers,  governmental 
agencies  and  producers,  and 

WHEREAS,  the  general  prin¬ 
ciples,  as  outlined,  are  consistent 
with  the  objectives  approved, 
these  principles  being: 

(a)  The  improvement  of  working 
conditions,  the  elimination  of 
child  labor,  the  limitation  of 
hours  of  employment,  the  fix¬ 
ing  of  minimum  wages 

(b)  The  maintenance  of  proper 
relations  with  consumers 
through  the  elimination  of  de¬ 
ception  in  advertising  and  in¬ 
accurate  labeling 


(c)  A  continuation  of  the  policy 
of  meeting  with  members  and 
representatives  of  Vendors 
Trade  Associations  to  discuss 
mutual  problems  with  the 
purpose  of  furthering  the  free 
and  equitable  flow  of  distri¬ 
bution. 

NOW,  THEREFORE,  BE  IT 
RESOLVED  that  the  President, 
with  the  approval  of  the  Directors, 
shall  forthwith  create  a  committee 
of  members  of  this  .Association  to 
ascertain  factually  the  conditions 
as  they  exist,  and  their  effect  upon 
the  public  interest  and  distribution 
generally,  and  to  devise  ways  and 
means  of  correcting  and  removing 
abuses,  and  achieving  the  objec¬ 
tives  and  purposes  of  said  Plat¬ 
form 

AND  BE  IT  FURTHER  RE¬ 
SOLVED  that  such  Committee 
shall  immediately  proceed  with  its 
work  and  report  its  findings  to 
the  Directors  of  this  .Association 
within  90  days. 

That  is  one  of  the  most  important 
resolutions  ever  adopted  by  a  group 
of  retailers,  and  its  very  language 
indicates  that  action  is  expected  in 
ridding  retailing  of  abuses  and  un¬ 
fair  practices. 

I  want  you  to  know,  however,  that 
Irwin  Wolf  of  your  City  has  played 
an  important  part — and  w’ill  con¬ 
tinue  to  do  so — in  our  attempts  to 
achieve  the  objectives  and  aims  of 
this  program. 

If  time  would  only  permit,  there 
are  many  other  problems  which  I 
would  like  to  discuss  which  might 
well  be  solved  through  the  coopera¬ 
tive  action  of  such  groups  as  are 
gathered  here  tonight.  Among  these 
may  be  classified  development  of  ad¬ 
vertising  standards,  the  solution  of 
the  return  goods  problems ;  the  per¬ 
fection  of  cooperative  delivery ;  the 
handling  of  manufacturer  and 
wholesaler  selling  at  retail  in  com¬ 
petition  with  the  retailers  to  whom 
the  same  manufacturer  and  whole¬ 
saler  look  for  the  major  distribution 
of  their  merchandise ;  the  support  of 
local  programs  for  building  houses 
— of  good  construction,  and  properly 
financed  to  meet  the  needs  of  those 
in  the  lower  income  classes ;  and  the 
protection  of  your  City  and  State 
from  the  enactment  of  all  unsound 
and  uneconomic  legislation  which  is 
contrary  to  the  public  interest  and 
which  may  encroach  upon  the  legi¬ 
timate  rights  of  retailers. 

Only  through  cooperation  can  our 
{Continued  on  page  146) 
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year.  Taxpayers  using  uniform  rate 
methods  of  depreciation  are  not  per¬ 
mitted  to  omit  entirely  or  reduce 
the  rates  of  depreciation  simply  be¬ 
cause  of  lean  years,  and  then  step 
up  the  rates  in  profitable  years  when 
the  management  feels  the  business  is 
better  able  to  stand  the  deduction. 
Depreciation  deductions  are  allowed 
only  on  properties  used  in  a  trade 
or  business.  If  any  individual  owns 
projKTty  and  rents  it  to  another, 
that  is  considered  a  trade  or  business 
and  a  reasonable  depreciation  is  al¬ 
lowed.  Since  the  much  discussed 
Treasury  decision  No.  4422  was 
issued  in  1934,  there  have  been 
many  adjustments  in  rates  and 
amounts  of  depreciation  allowed  as 
deduction  to  taxpayers.  Many  tax¬ 
payers  were  required  to  furnish  full 
and  complete  information  regarding 
depreciable  assets,  and  among  other 
things,  to  determine  the  remaining 
useful  life  of  the  property,  in  order 
that  the  undepreciated  portions 
could  be  depreciated  and  spread  rat¬ 
ably  over  the  remaining  years  of 
life.  As  a  majority  of  taxpayers 
started  many  years  ago  to  use  a 
consistent  rate  of  depreciation  to 
cover  certain  groups  of  classified  as¬ 
sets,  such  as  Buildings,  Machinery 
and  lujuipment.  Automobiles,  and 
other  property,  they  continued  with 
that  rate  on  the  properties  year  after 
year  until  in  some  cases  the  proper¬ 
ties  were  more  than  one  hundred  per 
cent  depreciated.  This  was  not  done 
intentionally  but  was  the  fault  of  the 
systems  and  policies  in  use  and  the 
bookkeej)ers  in  many  offices  did  not 
understand  the  theory  of  deprecia¬ 
tion,  thereby  failing  to  deduct  as  ex¬ 
haustion,  the  assets  fully  depreci- 
atetl.  These  conditions  would  prob¬ 
ably  have  been  detected  by  the  man¬ 
agement  and  bookkeepers,  had  the 
reserve  for  depreciation  exceeded 
the  total  of  the  depreciable  asset  ac¬ 
count.  but  additions  were  made  to 
the  asset  account  continuously  and 
in  most  cases  that  account  always 
exceeded  the  reserve. 

Many  taxpayers  found  that  after 
the  information  w’as  furnished  to  the 
Treasury  Department,  in  compli¬ 
ance  with  T.  D.  No.  4422,  now  in¬ 
corporated  in  Reg.  86  and  94,  they 
were  faced  with  additional  taxes,  as 
the  department,  in  many  cases,  ad¬ 
justed  the  basis,  and  this  resulted 
in  spreading  the  undepreciated  bal¬ 
ance  over  a  greater  number  of  years, 
with  a  lesser  deduction  each  year. 


In  the  long  run  many  taxpayers  will 
gain  in  taxes  by  this  procedure,  even 
though  they  were  compelled  to  pay 
additional  taxes  for  the  years  in 
which  deficiencies  were  found.  This 
saving  will  result  from  the  deduc¬ 
tion  of  such  disallowed  depreciation 
during  future  years  when  rates  are 
higher. 

Some  taxpayers  wishing  to  speed¬ 
up  the  depreciation  deductions  may 
find  it  possible  by  making  a  finer 
distinction  of  groups  in  resjiect  of 
depreciable  assets,  and  to  separate 
the  accounts  containing  assets  of  a 
short  life  from  those  having  a  longer 
life.  Sometimes  a  unit  record  of  as¬ 
sets  is  more  desirable  and  usually 
has  many  advantages  other  than  for 
depreciation  purposes. 

Intangible  properties  used  in  a 
trade  or  business  and  having  a 
limited  duration,  such  as  patents, 
models,  drawings,  licenses,  copy¬ 
rights,  and  franchi'ses,  arc  subject  to 
depreciation  (this  does  not  include 
good  will)  and  a  proper  portion 
should  be  deducted  by  the  taxpayers 
each  year.  After  the  statute  of  limi¬ 
tations  has  run.  taxpayers  cannot  go 
l)ack  and  make  the  deduction  in  the 
year  for  which  it  would  have  been 
allowable.  The  burden  of  proof  is 
j)laced  upon  the  taxpayer  covering 
depreciation  deductions,  however 
there  are  some  advantages  in  the 
statutory  treatment  of  depreciation, 
as  it  permits  the  taxpayers  to  re- 
estimate  the  remaining  useful  life  of 
the  property  at  the  beginning  of  each 
taxable  year. 

Taxpayers  may  also  claim  a  de¬ 
duction  for  obsolescence  where  it 
can  be  shown  that  economic  condi¬ 
tions  affect  the  property  and  that  it 
will  be  abandoned  at  a  time  prior 
to  the  end  of  its  normal  useful  life. 

Liquidating  a  Corporation 

In  a  close  corporation  it  would  be 
quite  simple  to  avoid  the  many  cor¬ 
porate  taxes  by  dissolving  the  corpo¬ 
ration  and  operating  the  business  as 
an  individual  proprietorship  or  as  a 
partnership.  If  a  corporation,  wholly 
owned  and  controlled  by  one  indi¬ 
vidual  is  losing  money  and  the  indi¬ 
vidual  has  taxable  income  from 
other  sources  it  would,  in  many 
cases,  be  advantageous  from  a  tax 
standpoint,  to  dissolve  the  corpora¬ 
tion  so  that  the  individual  may  op¬ 
erate  the  business  and  obtain  the 
benefits  of  the  allow'able  deductions 


from  the  taxable  income  received 
from  other  sources. 

The  1936  Revenue  Act  provides 
that  a  complete  liquidation  is  made 
by  a  corporation  when  it  is  made  in 
accordance  with  a  bona-fide  plan  of 
liquidation  under  which  the  transfer 
of  the  property  is  to  be  completed 
within  a  time  specified  in  the  plan 
but  not  to  exceed  two  years  from 
the  close  of  the  taxable  year  during 
which  is  made  the  first  of  the  series 
of  distributions  under  the  plan, 
and  in  such  cases  of  complete  dis¬ 
tributions  in  liquidation,  the  method 
for  taxing  gains  or  allowing  losses 
to  the  stockholders  of  the  liquidated 
corporation  is  equivalent  to  a  sale 
of  stock  for  cash.  This  means  that 
a  taxable  profit  or  a  deductible  loss 
may  result  from  changing  the  form 
of  a  business  organization  from  a 
corporation  to  an  individual  proprie¬ 
torship  or  a  partnership,  even 
though  exactly  the  same  person  or 
persons  continue  to  own  and  oper¬ 
ate  the  business.  This  profit  or  loss 
is  measured  by  taking  the  difference 
between  the  cost  basis  of  the  stock 
to  the  stockholders  and  the  fair  mar¬ 
ket  value  of  the  net  assets  at  the 
time  of  liquidation. 

As  an  illustration,  a  corporation 
was  organized  about  fifteen  years 
ago,  and  capitalized  for  Fifty  Thou¬ 
sand  Dollars,  all  of  said  capital  hav¬ 
ing  been  paid  for  in  cash,  or  prop¬ 
erty  which  cost  the  same  amount, 
or  the  combination  of  both  cash  and 
property.  The  corporation  has  op¬ 
erated  at  a  profit  and  has  retained 
in  the  business  for  expansion  and 
other  corporate  purposes  a  large 
percentage  of  the  profit  until  the 
present  fair  market  value  of  the  cor¬ 
poration’s  net  assets  has  reached 
Two  Hundred  Thousand  Dollars. 
The  stockholders  now  decide  it  is 
desirable  to  change  from  the  corpo¬ 
rate  form  to  the  partnership  form 
of  organization.  Under  the  revenue 
laws  the  stockholders  would  realize 
a  gain  of  One  Hundred  Fifty  Thou¬ 
sand  Dollars,  because  of  the  change 
in  the  form  of  organization.  Since 
the  stockholders  have  held  their 
stock  for  more  than  ten  years,  only 
thirty  percent  of  the  profit  would 
be  taxable,  because  profit  of  this 
kind  would  qualify  for  the  benefits 
under  the  Capital  Gain  provisions 
of  Section  115  (c)  and  117  (A)  of 
the  1936  Revenue  Act.  The  capital 
gain  on  One  Hundred  Fifty  Thou¬ 
sand  Dollars  at  thirty  per  cent  would 
be  Forty  Five  Thousand  Dollars.  If 
the  entire  amount  was  taxed  to  one 
unmarried  individual  with  no  de- 
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pendents,  and  having  no  other  in¬ 
come,  the  tax  would  be  Seven  Thou¬ 
sand  Eight  Hundred  and  Twenty 
Eight  Dollars.  If  the  same  individu¬ 
al  had  held  the  stock  of  the  corpo¬ 
ration  for  one  year  or  less,  the  en¬ 
tire  gain  of  One  Hundred  Fifty 
Thousand  Dollars  would  l)e  taxed 
and  the  total  tax  would  lie  Sixty 
Four  Thousand  One  Hundred  Nine¬ 
ty  Four  Dollars.  It  will  l)e  noted 
that  the  amounts  of  taxable  gain  and 
taxes  set  forth  in  this  example  are 
shown  at  the  two  extremes,  that  is, 
in  one  case  the  minimum  amounts 
of  taxable  profit  and  taxes  are  shown 
and  in  the  other  case  the  maximum 
amounts  are  shown. 

In  those  cases  where  there  are 
several  stockholders,  the  profit 
would  not  all  accrue  to  one  individ¬ 
ual  and  the  taxable  profit  would  be 
spread  among  them.  The  taxable 
profit  to  each  individual  would  not 
always  be  the  same,  for  that  would 
Ije  governed  in  each  case  by  the  cost 
of  the  stock,  the  length  of  time  held, 
and  the  total  amount  involved. 

Where  there  are  losses  to  the 
stockholders  arising  from  the  liqui¬ 
dation,  these  losses  are  limited  to 
Two  Thousand  dollars,  plus  other 
capital  gains.  In  cases  of  this  kind 
the  reader  should  refer  to  articles 
two  and  eight  under  “Regulating 
Income”,  discussed  hereinbefore. 

Individuals  holding  stock  in  a  cor- 
j>oration  which  contemplates  the  de¬ 
claration  of  a  partial  liquidating  divi¬ 
dend  showing  an  element  of  profit, 
may  find  it  advantageous  to  sell  the 
stock  l)efore  the  partial  liquidating 
dividend  is  declared.  For  example, 
an  individual  may  have  held  the 
stock  for  more  than  one  year  and  if 
the  stock  is  sold  at  a  profit  prior  to 
the  declaration  of  the  partial  liqui¬ 
dating  dividend,  the  capital  gain  pro¬ 
vision  would  apply  under  Sec.  117 
(a)  of  the  Revenue  Act,  and  only 
a  portion  of  the  profit  would  be  tax¬ 
able  instead  of  the  full  One  Hun¬ 
dred  per  cent  when  received  in  par¬ 
tial  liquidation. 

Personal  Holding  Companies 

The  high  surtax  imposition  on 
personal  holding  companies  as  de¬ 
fined  in  Section  351  (a)  (b)  of  the 
1936  Revenue  Act,  cover  those  cases 
where  eighty  per  centum  of  its  gross 
income  for  the  taxable  year  is  de¬ 
rived  from  royalties,  dividends,  in¬ 
terest,  and  gains  from  the  sale  of 
stock  or  securities.  In  some  cases 
it  may  be  to  the  advantage  of  per¬ 
sonal  holding  companies  to  reinvest 
a  part  of  their  holdings  in  order  that 


the  gross  income  from  sources  other 
than  those  specified  and  restricted 
by  law  will  exceed  Twenty  per 
centum.  Investments  in  a  business 
or  in  rent  producing  property  which 
would  yield  in  excess  of  the  Twenty 
|)er  centum  of  the  gross  income  of 
the  jiersonal  holding  company  would 
appear  to  eliminate  this  severe  pen¬ 
alty. 

Reorganizations 

The  U.  S.  Supreme  Court  has 
ruled  in  substance  that  under  certain 
conditions  corporate  reorganizations 
may  be  availed  of  as  a  means  of  re- 
<lucing  taxes.  In  many  cases  where 
adequate  reasons  for  reorganizations 
exist,  such  reorganizations  may  be 
even  more  effectively  used  than  the 
liquidation  plan,  (particularly  by 
close  corjwrations  with  consistent 
earnings  records)  to  reduce  the  in¬ 
come  tax  of  the  corporations  if  the 
reorganization  plan  should  result  in 
the  issuance  of  interest  bearing 
securities  to  take  the  place  of  part 
of  the  capital  stock  outstanding  prior 
to  reorganization.  The  interest  paid 
on  such  securities  would,  of  course, 
l)ecome  a  proper  deduction  from  the 
corporate  income,  whereas  the  divi¬ 
dends  formerly  paid  on  the  capital 
were  not  so  deductible. 

An  important  point  in  favor  of 
reorganization  instead  of  liquidation 
of  corporations  is  that  an  exchange 
of  securities  in  a  reorganization  may 
lie  made  on  a  tax  exempt  basis  un¬ 
der  Section  112  of  the  Revenue  Act. 

A  ver}-  live  subject  today  is  the 
one  cotnmonly  termed  “revision  or 
revamping  of  capital  structures”. 
There  are  many  changes  made  in 
capital  structures  which  the  average 
business  man  may  term  a  reorgani¬ 
zation,  but  some  of  them  do  not  com¬ 
ply  with  the  statutory  definition  of 
reorganizations.  Even  though  some 
of  these  changes  may  not  comply 
with  the  reorganization  provisions 
of  the  law  and  avoid  taxation,  there 
still  exist  opportunities  to  make 
savings  even  though  some  of  the 
changes  may  require  the  payment  of 
some  taxes.  Several  of  the  popular 
tax  saving  topics  under  this  head¬ 
ing  today,  are:  (a)  Dissolution  of 
Subsidiary  Companies  in  order  that 
the  losses  of  one  or  more  companies 
may  be  absorbed  by  the  profitable 
company  and  to  avoid  the  taxes  on 
inter-corporate  dividends,  and  for 
other  reasons;  (b)  Redemption  of 
high  interest  bearing  securities  and 
issuance  of  securities  bearing  a  low 
interest  rate;  (c)  Issuance  of  inter¬ 
est  bearing  securities  in  exchange 


for  stock  and  vice  versa.  The  stat¬ 
ute  and  regulations  provide  for  this 
last  mentioned  type  of  transaction 
to  come  within  the  reorganization 
section  of  the  law. 

The  plan  of  issuing  the  so  called 
del)enture  Bonds  to  replace  the  pres¬ 
ent  preferred  stock  outstanding  in 
some  corporations  should  be  care¬ 
fully  studied  before  it  is  entered  in¬ 
to. 

The  rules  governing  reorganiza¬ 
tions  are  very  technical  and  must 
l)e  strictly  observed.  Taxpayers  who 
plan  to  make  any  changes  in  the 
capital  structure  of  a  corporation  or 
to  enter  into  any  other  transaction 
for  the  purpose  of  complying  with 
the  reorganization  section  of  the 
law.  should  seek  competent  tax 
counsel.  For  those  who  may  wish 
to  obtain  additional  information  cov¬ 
ering  the  reorganization  question,  a 
study  is  recommended  of  the  follow¬ 
ing  decisions  of  the  United  States 
Supreme  Court : 

Gregory  1'.  Helvering  55  S.  Ct. 
266  (  293  U.  5.  465). 

Helvering  I'.  Minnesota  Tea 
Company,  56  S.  Ct.  269. 

Helvering  I\  Hiatts,  56  S.  Ct. 
521. 

G.  &  K.  Mfg.  Co.  r.  Helvering, 
56  S.  Ct.  522.  ^ 

John  A.  Nelson  Co.  I’.  Helvering, 
56  .S.  Ct.  523. 

Pits  and  Transport  Securities 
Corp.  l  \  H elver ing,  56  S.  Ct.  524. 

All  of  these  cases  except  the  Greg¬ 
ory  case  were  decided  in  Decem- 
lier  1935,  while  the  Gregory  case 
was  decided  January  7,  1936.  The 
decisions  in  the  Gregory  case  and 
in  the  case  of  Bus  and  Transport 
Securities  Corporation  were  unfa¬ 
vorable  to  the  taxpayers,  but  the 
other  cases  were  decided  in  favor  of 
the  taxpayers.  The  most  significant 
of  these  decisions  are  in  the  Gregory 
case,  the  Minnesota  Tea  Co.  case, 
and  the  G.  &  K.  Manufacturing  Co. 
case. 

Another  important  case  which  the 
Supreme  Court  decided  against  the 
taxpayer  (on  January  9,  1933)  was 
that  of  Pinellas  Ice  and  Cold  Stor¬ 
age  Co.,  53  N.  Ct.  257. 

A  thorough  study  of  the  Revenue 
Act  and  of  these  decisions  of  the 
Supreme  Court  will  show  pretty 
clearly  what  can  and  cannot  be  done 
in  a  reorganization,  and  whether  a 
particular  reorganization  plan  will 
result  in  any  income  tax  liability  for 
any  of  the  parties  involved. 
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This  department  store,  whose  volume  is  the  largest  of  anf  store 
in  the  whole  great  South,  recently  spent  over  ^400,000  in  a 
modernization  program.  About  which  Mr.  Frank  H.  Neely,  Secretary 
and  General  Manager,  writes: 

**.  .  .  we  added  a  new  seventh  floor,  a  terrace  roof  for  recreation 
for  our  employees,  completely  air-conditioned  the  store  —  every  nook 
and  corner  from  basement  to  seventh  floor  stock-rooms.  We  recreated 
our  third,  fourth,  fifth  and  sixth  floors. 

"Necessarily,  this  expansion  called  for  greater  cash  register  facili¬ 
ties.  To  meet  the  demands  of  the  new  departments.  Rich’s,  Inc., 
placed  an  order  for  ^19,855  worth  of  new  National  Cash  Registers. 

"We  want  to  thank  your  Company,”  continues  Mr.  Neely,  "for 
the  careful  and  thoughtful  consideration  which  we  have  gotten  from 
your  representative,  who  has,  over  a  period  of  time,  worked  out  with 
us  in  great  detail  the  transfer  of  machines  from  one  department  to 
another.  Following  his  recommendations  and  suggestions  for  new 
equipment  has  always  proved  profitable  for  us.” 

That  it  pays  to  modernize  store  and  store  systems  together  has 
been  recognized  and  proved  by  many  of  the  country’s  leading  de¬ 
partment  stores.  Our  representative  will  be  glad  to  show  why  a 
modern  National  Cash  Register  System  goes  hand  in  hand  with  any 
store  modernization  program.  Get  in  touch  with  him. 
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Inter-Company  Transactions 

Section  45  of  the  Revenue  Act  of 
1936,  authorizes  the  commissioner 
to  distribute,  apportion,  or  allocate 
gross  income  or  deductions  between 
or  among  organizations,  trades,  or 
businesses  owned  or  controlled  di¬ 
rectly  or  indirectly  by  the  same  in¬ 
terests,  if  such  action  is  necessary  in 
order  to  prevent  evasion  of  taxes  or 
clearly  to  reflect  the  income  of  any 
such  organizations,  trades,  or  busi¬ 
nesses. 

It  should  be  observed  that  in  the 
Act  the  word  “evasion”  is  used  and 
not  the  word  “avoidance”.  The  dif¬ 
ference  in  the  meaning  of  these  two 
words  has  already  been  discussed 
herein. 

It  should  also  be  observed  that 
section  45,  of  the  1936  Act,  is 
phrased  in  broad  and  general  terms 
which  have  yet  to  be  interpreted  by 
the  courts  and  applied  to  specific 
cases.  It  is  quite  clear  that  the  in¬ 
tent  of  the  Act  is  to  prevent  shift¬ 
ing  profits  from  one  business  to  an¬ 
other  in  a  related  group  and  thereby 
evade  taxes.  Nevertheless,  it  is  still 
jwssible,  within  reasonable  limita¬ 
tions,  to  take  legal  advantage  of  an 
affiliated  relationship  in  avoiding 
tax. 

Special  Bonuses 

The  use  of  special  bonuses  as  a 
means  of  avoiding  corporation  taxes 
may  not  be  permissible  in  the  case 
of  some  officers  and  directors.  All 
of  the  facts  in  each  particular  case 
must  be  considered. 

Bonuses  to  employees  would  not 
be  subject  to  the  same  restrictions 
which  apply  to  officers,  directors, 
and  stockholders.  Any  amount  paid 
to  employees  as  bonuses  would  cost 
the  taxpayer  less  than  the  full 
amount  of  the  bonus  because  of  the 
lower  taxes  resulting  from  the  de¬ 
duction.  As  an  example:  A  corpo¬ 
ration  having  no  so  called  excess 
profits,  but  paying  a  normal  tax  of 
fifteen  per  cent  and  an  undistributed 
profits  tax  of  seven  per  cent  with¬ 
out  a  lx)nus  declaration,  would  find 
that  as  a  result  of  tax  saving,  the 
bonus  declaration  would  cost  the 
taxpayer  but  seventy-eight  per  cent 
of  the  bonus  paid. 

Pension  Trusts 

The  Revenue  Act  of  1936,  section 
23  (p),  permits  an  employer  to  set 
up  a  trust  fund  as  part  of  a  stock 
bonus,  pension,  or  a  profit  sharing 
plan  for  the  exclusive  benefit  of 
some  or  all  of  his' employees,  and 
to  deduct  the  amount  of  such  con¬ 


tribution  in  arriving  at  the  net  in¬ 
come  for  taxation  purposes.  The 
proceeds  of  such  a  fund  are  taxable 
to  the  beneficiaries  (employees)  as 
and  when  paid  to  them  or  made 
available  for  them  to  draw  upon. 

In  the  case  of  corporations,  offi¬ 
cers  are  considered  as  employees  and 
may  participate  as  beneficiaries  of 
the  pension  fund. 

Deals  With  Stockholders 

Contracts  with  stockholders  for 
the  payments  of  rents,  royalties, 
commissions,  or  other  income,  are 
subject  to  close  scrutiny  and  strict 
regulation,  but  may  often  be  used 
to  advantage  provided  all  legal  re¬ 
quirements  are  observed. 

Investments  in  Affiliated 
Companies 

When  making  investments  in 
affiliated  or  associated  companies, 
such  as  branches,  distributors,  deal¬ 
ers,  agencies,  or  licensees,  it  may  be 
more  advantageous  to  make  the  in¬ 
vestments  in  the  form  of  secured 
debts  and  not  in  the  form  of  capital 
stock  investments,  and  thereby  avoid 
the  possibility  of  incurring  some  of 
the  penalties  intended  to  apply  to 
holding  companies,  including  a 
double  taxation  on  part  of  the  inter¬ 
corporate  dividends.  If  the  secured 
debt  investment  should  turn  out  to 
be  a  bad  one  and  the  enterprise  be 
abandoned,  the  entire  loss  would  be 
subject  to  the  rules  governing  bad 
debts  and  the  full  amount  would  be 
deductible  when  determined  to  be 
worthless  and  charged  off.  On  the 
other  hand,  if  the  investment  should 
be  in  the  form  of  capital  stock,  the 
investor  may  find  that  a  considerable 
portion  of  the  loss  on  the  capital 
stock  of  the  liquidated  associated 
company  cannot  be  deducted. 

Surtax  on  Undistributed  Profits 

The  Revenue  Act  of  1936,  im¬ 
poses  a  new  tax  on  undistributed 
profits  of  corporations  for  the  cur¬ 
rent  taxable  year.  Those  corpora¬ 
tions  having  contracts  entered  into 
prior  to  May  1,  1936,  restricting  the 
payment  of  dividends  as  outlined  in 
Sec.  26  (c),  will  be  entitled  to  a 
credit  before  computing  the  tax.  But 
be  certain  t&  read  the  restrictive  in¬ 
terpretation  placed  upon  these  cred¬ 
its  as  outlined  in  Treasury  Regula¬ 
tions  94,  Article  26-2.  Many  of 
those  corporations  having  undis¬ 
tributed  profits  subject  to  the  surtax 
on  undistributed  profits,  may  not 
find  it  safe  nor  desirable  to  pay  out 
as  cash  dividends,  all  of  the  current 


profits  subject  to  the  tax.  Some  cor-  * 
porations  may  be  restricted  by  the  M 
State  law  from  paying  dividends  be-  f 
cause  of  previous  losses  resulting  in 
the  impairment  of  capital. 

Those  corporations  wishing  to 
avoid  the  surtax  on  undistributed 
profits  and  to  still  retain  the  cash, 
may  obtain  credit  by  declaring  divi¬ 
dends  in  a  form  other  than  cash; 
this  is  provided  for  under  Sec.  27 
(d)  of  the  Act,  which  permits  divi¬ 
dends  to  be  paid  in  the  form  of  obli¬ 
gations  of  the  corporation.  Obliga¬ 
tion  as  defined  in  the  regulations  in¬ 
clude  bonds,  notes  and  debentures 
of  the  corporation.  Under  Sec.  27 
(c)  the  law  also  provides  for  paying 
dividends  in  property,  such  as  stock 
or  securities  in  other  corporations 
and  also  the  stock  of  its  own  com¬ 
pany,  if  held  by  the  corporation  as 
an  investment.  Stock  dividends  of 
the  corporation  which  are  taxable  to 
the  shareholders  are  also  permitted 
as  a  credit  under  the  conditions  au¬ 
thorized  in  Sec.  115  (f)  of  the  act, 
and  in  article  27-5  of  the  regulations. 
Stockholders  contemplating  the  de¬ 
claration  of  a  taxable  stock  divi¬ 
dend,  should  read  the  decision  of  the 

U.  S.  Supreme  Court,  rendered  May 
18,  1936,  in  the  case  of  Koshland 

V.  Helvering,  and  also  Article  115- 
7  of  Treasury  Regulations  94. 

A  non-taxable  dividend  would  or¬ 
dinarily  not  form  a  basis  for  a  divi¬ 
dend  paid  credit  although  under  Sec. 
115  (f)  (2)  of  the  Act  and  article 
115-8  of  the  Treasury  Regulations 
94,  there  appears  an  opportunity  of 
obtaining  a  dividend  paid  credit  on 
what  is  ordinarly  a  non-taxable 
stock  dividend.  This  condition  has 
reference  to  those  cases  where  the 
shareholder  has  the  right  of  electiotr 
as  to  whether  a  distribution  is  pay¬ 
able  either  in  (a)  stock  of  the  corpo¬ 
ration  or  in  rights  to  acquire  its 
stock  of  a  class  which  if  distributed 
without  election  would  not  consti¬ 
tute  a  taxable  dividend  in  the  hands 
of  the  shareholder  or,  in  (b)  money 
or  other  property.  Such  a  distribu¬ 
tion  under  these  conditions  would 
constitute  a  taxable  dividend  in  the 
hands  of  the  shareholder.  In  order 
that  the  corporation  may  obtain  the 
credit  before  computing  the  surtax 
on  undistributed  profits,  the  divi¬ 
dend  must  be  paid  during  the  tax¬ 
able  year  and  article  27-1  of  the 
regulations  complied  with. 

In  the  cases  where  corporations 
make  payments  of  dividends  in  prop¬ 
erties,  the  taxpayer  should  remem¬ 
ber  that  the  amounts  of  the  credits 
are  the  adjusted  bases  of  the  proper- 
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Burroughs 


SAVES  TIME  AND  MONEY 

in  compiling  figures  required  by  the 

SOCIAL  SECURITY  ACT 


THE  PAYROLL 


The  complete  payroll  and  check  register  in  one  unit  shows  the 
Rross  pay,  all  deductions,  and  net  pay  for  all  employees.  Sepa¬ 
rate  totals  for  all  columns  accumulate  automatically. 


PAYROLL 

RECORDS 


Complete  individual  progressive  record  for  each  employee  shows 
time  worked,  Rross  earninRs,  deductions,  and  net  pay  for  any 
and  all  periods.  Provides  information  needed  for  old  aRe  benefits, 
unemployment  insurance,  and  income  tax  reports. 


This  receipt  for  deductions,  which  the  law  requires  be  Riven  to 
each  employee  at  each  pay  period,  also  shows  the  individual’s 
Rross  earninRs,  all  deductions,  and  net  pay.  It  can  be  retained 
permanently  by  the  employee. 


Since  the  check  or  pay  envelope  is  written  with  the  three  above 
records,  the  amount  is  in  perfect  accord  with  these  records. 


To  meet  today’s  payroll  accounting  needs  with  a 
minimum  of  work  and  at  low  cost,  Burroughs 
provides  new  machines,  new  features,  new  develop¬ 
ments  for  writing  the  records  described  above. 
Concerns — large  and  small  —  in  all  lines  of 
business — are  benefiting  by  the  speed,  ease  and 
economy  with  which  one  or  several  of  these  new 
Burroughs  machines  completely  handle  all 
payroll  records.  Investigate.  For  quick  action, 
telephone  your  local  Burroughs  office  or,  if  more 
convenient,  mail  the  coupon  or  wire  direct  today. 


THIS 
FOLDER 
WILL  HELP 
YOU! 


MAIL  THE  COUPON 


P'’*»ROUGHS  ADDING  MACHINE  COMPANY 
Ml  Second  Boulevard,  Detroit,  Michigan 
Send  me  the  new  folder  **Modern  Payroll 
Methods** — which  includes  Illustrations  of  forms 
for  compiling  figures  required  by  the  Federal 
Social  S^urity  Act. 


Name 


Addre« 
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ties  in  the  hands  of  the  corporations, 
or  the  fair  market  value  of  the  prop¬ 
erties  at  the  dates  of  payments, 
whichever  is  less.  It  is  quite  impor¬ 
tant,  therefore,  to  see  that  the  forms 
of  the  corporate  resolutions  declar¬ 
ing  the  dividends  properly  cover  the 
questions  in  order  to  prevent  the 
corporations  from  realizing  theo¬ 
retical  but  taxable  incomes  on  ap¬ 
preciation,  or  to  establish  deductible 
losses. 

Impairment  of  Capital 
In  the  cases  of  those  corporations 
which  are  subject  to  the  surtax  on 
undistributed  profits,  and  are  not 
permitted,  under  the  state  law  to 
make  distribution  of  profits  until  the 
impairments  of  capital  have  been 
wip>ed  out,  it  might  be  well,  under 
certain  conditions,  to  consider  sev¬ 
eral  methods  of  making  good  the  im¬ 
pairments  of  capital,  in  order  that 
distributions  of  profits  might  be 
made,  viz :  Some  corporations  may 
find  that  in  the  past  they  have  writ¬ 
ten  off  valuable  intangible  assets 
which  could  be  properly  restored 
and  thereby  make  good  tjie  impair¬ 
ments  of  capital.  Some  corporations 
may  find  that  because  of  unusual 
reputations  established  and  the  now 
assured  profitable  business,  that 
valuations  may  be  placed  upon  good¬ 
will,  which  will  make  up  the  impair¬ 
ments  of  capital.  Some  corporations 
may  find  it  better  to  place  adequate 
values  on  the  tangible  assets  which 
have  been  carried  on  the  books  at 
low  values,  or  to  reduce  the  reserves 
which  are  carried  on  the  books  at 
excessive  amounts.  Other  methods, 
such  as  the  reduction  of  the  par 
value  of  the  stock,  and  the  cancella¬ 
tion  of  part  of  the  stockholdings, 
may  lie  used.  It  might  be  well  to 
state  at  this  point  that  there  has 
been  a  question  raised  by  many  tax 
practitioners  as  to  the  constitutional 
right  of  imposing  a  tax  on  stock¬ 
holders  receiving  distributions  from 
corporations  where  the  current  earn¬ 
ing  do  not  wipe  out  the  previous 
losses  and  where  there  still  exist  im¬ 
pairments  of  capital.  It  is  claimed 
that  where  current  earnings  do  not 
wif)e  out  prior  year  deficits  that  the 
distribution  is  a  return  of  capital  and 
not  income.  Many  stockholders  will 
no  doubt  take  into  consideration  this 
different  view  point,  until  it  has  been 
settled  by  the  Courts,  or  changes 
made  in  the  law  giving  recognition 
to  these  conditions. 

In  addition  to  certain  state  law 
restrictions  against  ^  corporations 
making  payments  of  dividends  when 
there  is  an  impairment  of  capital. 


A— INDIVIDUAL 

On  Income  of  $14,000. 
and  Dividend  from  B 
Corporation  Below 

Maximum 
Surtax  Rate 
(Percentom) 

Percentage 
of  Tax  to 

Net  Income 

Total  Tax  (Surtax  and 
4%  Normal  Tax)  No 
Allowance  Considered 
for  earned  Income 
Credit 

None 

8 

8 

$1,160.00 

$5,000.00 

13 

10 

1,890.00 

10,000.00 

17 

12 

2,860.00 

15,000.00 

19 

14 

3,970.00 

20,000.00 

21 

15 

5,160.00 

25,000.00 

24 

16 

6,440.00 

30,000.00 

24 

18 

7,840.00 

35,000.00 

27 

19 

9,390.00 

40,000.00 

31 

21 

11,410.00 

45,000.00 

35 

22 

12,970.00 

50,000.00 

39 

23 

14,980.00 

52,160.00 

39 

24 

15,928.80 

B-CORPORATION 

Total  Normal  Tax 

After  Payment  of 

Percentage  of 

And  Surtax  On 

Dividends  Below 

Tax  to  Net  Income  Undistributed  Profits 

None 

31 

$18,532.80 

$5,000.00 

29 

17,182.80 

10,000.00 

26 

15,832.80 

15,000.00 

24 

14,482.80 

20,000.00 

22 

13,132.80 

25,000.00 

20 

11,989,60 

30,000.00 

18 

10,889.60 

35,000.00 

17 

9,974.82 

40,000.00 

15 

9,124.80 

45,000.00 

14 

8,438.40 

50,000.00 

13 

7,991.20 

52,160.00 

13 

7,840.00 

Note; — Since  the  Normal  Tax  is  $7,840.00,  the  balance  of  the  current  years  earn- 

ings  available  for  distribution  is  limited  to  $52,160.00. 

and  in  addition  to  any  contractual 
relations  which  may  have  been  en¬ 
tered  into,  forbidding  the  payment 
of  dividends  until  certain  conditions 
have  been  complied  with,  most  ex¬ 
ecutives  of  corporations  operating 
under  conservative  methods,  will,  no 
doubt,  consider  it  a  very  unwise 
course  to  pay  cash  dividends  on  cur¬ 
rent  years’  earnings,  when  these 
earnings  are  not  sufficient  to  wipe 
out  the  deficit  balances  at  the  be¬ 
ginning  of  the  year. 

By  regulating  the  amount  of  divi¬ 
dends  paid  in  a  closely  held  corpo¬ 
ration  and  by  a  pre-determination  of 
the  taxes  of  both  the  corporation 
and  the  individual  stockholders, 
there  are  opportunities  of  saving 
taxes.  As  an  example,  let  us  as¬ 
sume  : 

1 —  A  owns  all  of  the  stock  of  B 
corporation, 

2 —  A  has  a  taxable  net  income  for 
1936  of  $14,000.00  in  excess  of 
personal  exemption  and  credit 
for  dependents. 

3 —  B  corporation  has  a  taxable  net 
income  of  $60,000.00  for  1936. 

We  now’  desire  to  determine  the 


COMBINED  T.\XES 
— Individual 
B — Corporation 

Percentage  of 
Tax  to  Combined 
Net  Income  of 


Dividend 

$74,000.00 

Total  Tax 

None 

27 

$19,692.80 

$5,000.00 

26 

19,072.80 

10,000.00 

25 

18,692.80 

15,000.00 

25 

18,452.80 

20,000.00 

25 

18,292.80 

25,000.00 

25 

18,429.60 

30,000.00 

25 

18,729,60 

35,000.00 

26 

19,364.82 

40,000.00 

28 

20,534.80 

45,000.00 

29 

21,408.40 

50,000.00 

31 

22,971.20 

52,160,00 

32 

23,768.80 

amount  of  dividend  the  B  corpora¬ 
tion  should  pay  in  order  to  effect 
the  least  combined  tax  liability  of  A 
and  B.  In  this  determination  we 
have  ignored  all  other  factors'  and 
confined  our  calculations  strictly  to 
the  taxes  on  A  as  an  individual  and 
to  normal  income  tax  and  surtax 
on  undistributed  profits  on  B  as  a 
corporation.  The  amounts  appear  in 
the  tables  above. 

It  is  shown  in  the  foregoing  tables 
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With  an  eye  to  business  .  .  . 

MARSHALL  FIELD  &  COMPANY 

foresaw  the  value  of  ELEVATOR  MODERNIZATION 


For  thirty  years  this  bank  of  five  elevators  had  been 
faithfully  transporting  thousands  upon  thousands  of 
passengers  in  the  great  Chicago  store  of  Marshall  Field 
&  Company.  But,  plainly,  they  had  reached  the  age 
when  they  no  longer  reflected  the  progressiveness  of 
the  store.  Since  patrons  are  quick  to  appreciate  that 
which  is  up-to-the-minute — an  alert  management  made 
sure  of  pleasing  their  customers  by  giving  them  Finger- 
Tip  Control. 


And  below  you  see  the  finished  job.  .  .  .  Invitingly 
new  entrances  of  modern  design.  .  .  .  Newest  type  selec¬ 
tive  signals  with  illuminated  red  and  green  arrows  show¬ 
ing  approach  and  direction  of  car.  .  .  .  Car  interiors  in 
beautiful  modern  design  and  finish.  .  .  .  Operation — 
Otis  Finger-Tip  Control  in  the  most  complete  sense. 
.  .  .  Speed — 700  feet  per  minute.  .  .  .  Ability  to  ren¬ 
der  good  service  and  build  customer  good-will — 

INESTIMABLE! 


Are  your  elevators  losing  their  appeal,  either  in  appearance  or  in  efficiency?  The  nearest  Otis 
(ffice  is  prepared  to  make  a  modernization  survey  and  to  outline  our  step-by-step,  pay-as-you-go  plan. 


Control 


that  the  total  combined  tax  for  the 
individual  and  corporation  on  a  com¬ 
bined  net  income  of  $74,000.00,  is 
about  at  its  lowest  when  a  dividend 
of  about  $20,000.00  is  paid.  The 
combined  tax  in  this  instance  is  $18,- 
292.80,  or  about  twenty  five  per  cent 
of  the  combined  net  income.  Should 
the  corporation  pay  out  as  dividends, 
its  entire  net  income  of  $60,000.00, 
less  the  normal  income  tax  of  $7,- 
840.00,  or  a  net  distribution  of  $52,- 
160.00,  the  total  combined  taxes  of 
the  individual  and  corporation  would 
l)e  $23,768.80,  or  about  thirty  two 
|)er  centum  of  the  combined  net  in¬ 
come  of  $74,000.00. 

While  the  percentage  of  taxes  as 
shown  in  this  example  may  vary 
widely  in  other  cases,  depending  up¬ 
on  the  amounts  and  nature  of  in¬ 
come,  deductions  and  other  condi¬ 
tions,  it  is  quite  clear  that  the 
amounts  of  taxes  on  the  same  in¬ 
come  may  be  regulated  to  a  certain 
extent,  by  the  amounts  of  taxable 
dividends  paid. 

Corporation  executives  should  be 
certain  to  make  very  accurate  fore¬ 
casts  of  the  taxable  profits  for  fiscal 
years  beginning  in  1936  and  there¬ 
after  and  to  make  proper  prelimin¬ 
ary  plans  for  distribution  prior  to 
the  end  of  the  year  in  order  to 
avoid  unnecessary  taxes.  Taxpayers 
should  understand  that  dividends,  to 
be  allowed  against  the  undistributed 
profits  tax,  must  be  actually  paid 
and  not  merely  credited.  The  excep¬ 
tions  to  this  rule  are  so  remote  that 
they  need  not  be  considered.  The 
amount  of  dividends  to  be  paid  is 
wholly  within  the  discretion  of  the 
taxpayer,  however,  and  to  that  ex¬ 
tent  he  may  control  the  amount  of 
his  taxes. 

Before  proceeding  with  a  tax  sav¬ 
ing  plan  or  transaction,  care  must 
l)e  exercised  to  see  that  it  is  within 
the  law'  at  all  points;  that  it  is  not 
colorable  in  any  way;  that  there  is 
no  subterfuge,  no  deceit,  conceal¬ 
ment  or  misrepresentation  of  facts 
or  fraudulent  intent.  Some  other 
worthy  motive  or  purpose  is  also 
desirable  in  addition  to  the  motive 
of  saving  taxes,  but  the  absence  of 
the  motive  or  purpose  other  than 
saving  taxes,  will  not  mar  the  lx)na 
fides  of  the  transaction. 


CONTROLLER  —  EXECUTIVE  — 
Over  eight  years  experience  in  retail 
stores.  Thorough  knowledge  of  the  en¬ 
tire  store  operations — Retail  method  of 
inventory,  expense  budgets,  merchandise 
control,  open-to-buy  methods,  retail  ac¬ 
counting,  internal  audit.  Department 
store  and  high-grade  specialty  store  ex¬ 
perience.  B-2-37. 


The  Value  of  Cooperation 

(Continued  from  page  138) 


retail  crafts  progress  and  continue 
to  grow  and  develop. 

Without  cooperation  they  would 
be  as  helpless  and  as  ineffective  as  a 
disorganized  army  in  rout ;  and  as 
destructive  insofar  as  the  best  in¬ 
terests  of  the  consumer  and  retail¬ 
ing  itself  are  concerned  as  the  flood 
waters  which  recently  devastated 
great  areas  of  our  country. 

I  do  not  hesitate  to  say  that  any 
ethical  and  legal  objective  may  lie 
attained  by  retailers  through  cooper¬ 
ation  and  united  action.  But  such 


cooperation  and  action  can  only  be 
had  through  effective  organization. 
Therefore,  I  urge  you  to  sup|X)rt 
your  respective  local  retail  associa¬ 
tions;  your  state  merchants  associa¬ 
tion,  and  the  national  retail  associa¬ 
tion  to  which  you  properly  belong. 
If  you  participate  in  the  work  of 
your  organizations ;  if  you  lend  your 
support  to  their  constructive  activi¬ 
ties — you  will  unquestionably  be 
working  for  the  lietterment  of  retail 
distribution  and  you  will  l)e  mind¬ 
ful  of  The  Value  of  Cooperation. 


Federal  Income  Tax  Handbook — 
1936-37.  By  Robert  H.  Mont¬ 
gomery.  Ronald  Press;  1047 
Pages  and  Index;  $10.00. 

NOTHER  one  of  the  notable 
works  of  Col.  Montgomery  has 
recently  been  issued. 

The  book  does  more  than  explain 
the  Law  and  the  regulations.  It 
points  to  the  Treasury  Department, 
Board  of  Tax  Appeals  and  Court 
decisions  to  indicate  what  may  or 
may  not  l)e  done  to  save  on  income 
taxes. 

Col.  Montgomery  spares  no  words 
in  criticising  some  of  the  decisions 
on  tax  cases,  nor  does  he  hesitate 
to  grope  for  tender  words  when 
more  forceful  ones  better  express 
his  views  regarding  the  Federal  In¬ 
come  Tax  Law  in  general.  Witness, 
speaking  of  the  Law';  “It  contains 
many  unfair  and  discriminatory  pro¬ 
visions.’’  And  again  “The  Law  is 


needlessly  complex,  expensive  to  ad¬ 
minister  and  expensive  to  comply 
w'ith’’. 

It  is  not,  however,  for  the  attack 
on  the  Law  and  some  of  its  “fea¬ 
tures  which  are  positively  brutal’’ 
that  the  book  will  be  read  and  stud¬ 
ied.  Rather,  it  is  because  the  book 
was  w'ritten  to  acquaint  the  reader 
of  his  rights  and  privileges;  “for  it 
would  be  silly  to  pay  more  than  we 
owe”. 

The  Chapters — “Recognition  of 
Gain  or  Loss”,  “Basis  For  Deter¬ 
mining  Gain  or  Loss”,  “Deductions 
for  Losses”,  and  “Surtax  on  Undis¬ 
tributed  Profits”  will,  without 
doubt,  be  constructively  helpful  to 
every  reader  who  has  anything  to  do 
with  taxes,  individual  or  otherwise. 

The  book  has  been  added  to  the 
Taxation  Library  of  the  Control¬ 
lers’  Congress  with  much  satisfac¬ 
tion  and  is  recommended  to  all  con¬ 
trollers.  H.  1.  K. 


HARVARD  and  CONTROLLERS’  CONGRESS 
1936  STUDIES 

are  under  way. 

Have  you  received  your  set  of  the  reporting 
schedules  recently  mailed? 

If  not,  write  at  once  to 
H.  1.  KLEINHAUS,  Controllers’  Congress 

May  we  have  your  support  ! 
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Ready-to-Wear  News 

(Continued  jroni  page  133) 

them  and  you  will  find  they  will  work  for  you.” 

Consult  Your  Salespeople 

Mrs.  Dorothy  Swenson,  Publicity  Director  of  .\bra- 
ham  &  Straus,  sjieaking  at  the  session  on  Consumer 
Relations,  said : 

“ProixT  sign  production  cannot  lx*  run  entirely  from 
the  sigti  shop  .  .  .  The  training  department  must  help 
the  salespeople  and  department  managers  to  organize 
the  information  which  customers  require.  The  sales¬ 
people  can  shine  on  this  job.  What  (juestions  do  nine 
out  of  ten  customers  always  ask?  Let  the  salespeople 
put  the  answers  on  a  piece  of  paper  .  .  .Most  of  the 
information  put  down  by  salespeople  can  lx*  lM)iled  down 
to  seven  or  eight  words  for  a  sign.” 

At  the  same  session,  which  was  given  over  chiefly 
to  problems  of  standards  and  informative  lalxling.  Mr. 
Harold  W.  Brightman,  Vice-President  and  General 
Merchandise  Manager  of  L.  Bamberger  &  Co.,  sug¬ 
gested  that  the  retailer  ‘‘develop,  with  the  cooperation 
of  the  manufacturer  and  testing  laboratories,  the  things 
we  know  our  customers  want,  including  standards  and 
sjxcifications  on  staple  merchandise  and  adequate  in¬ 
formative  lalxls  that  will  give  content  of  materials, 
easily  understandable  specifications,  metho<ls  of  wash- 
ingpr  cleaning  and  directions  for  use  to  give  best  results 
and  longest  wear.”  Another  suggestion  he  made  was  to 
educate  buyers,  with  the  help  of  the  training  depart¬ 
ment  to  ‘‘give  our  salespeople  full  and  complete  knowl¬ 
edge  of  our  merchandise,  its  value,  its  care,  its  limi¬ 
tations.” 

Mrs.  Roberta  Campbell  Lawson.  President  of  the 
General  Federation  of  Women’s  Clubs  said : 

‘‘In  1932  we  undertook  a  Wise  Spending  Study  Pro¬ 
gram.  the  purpose  of  which  was  to  educate  ourselves 
concerning  economic  conditions  and  the  responsibility 
•of  consumer  cooperation  in  solving  consumer-relation 
problems  of  business.  Our  study  covered  such  subjects 
as  Returned  Merchandise ;  Delivery ;  Credit ;  Construc¬ 
tive  Advertising:  and  Desirable  Merchandise  Produc¬ 
tion  and  Selection-.  W’e  hoped  the  results  of  our  survey 
would  give  business  much  desirable  information.  Wheth¬ 
er  this  was  attained  is  for  you  to  say,  but  I  can  say 
that  the  study  helped  to  make  ns  consumer  conscious. 
Our  Chairman  of  Industry  drew  up  a  Shopper’s  Creed 


R  AI  LHAW.;.,^XPRE  S  S 

AOEN^',r“4NC. 


Three  tnisty  links  in  the  wholesale  and  retail  ser¬ 
vice  you  gel  from  dependable  Railway  Express 

—  the  one  complete  nation-wide  carrier.  Ship 
for  stock  and  for  rushes  by  Railway  Express,  or, 
faster  yet,  by  super-swift  nation-wide  Air  Express 

—  2500  miles  overnight.  Cost  low  and  economi¬ 
cal.  Door  to  door  pick-up  and  delivery  in  all 
cities  and  principal  towns,  without  extra  charge. 


Write  for  "What  Happeni  When  You  Ship  a  Package". 
Addreu  General  Sales  Dept.,  Railway  Express  Agency, 
230  Park  Avenue,  New  York,  N.  Y.  For  service  and 
information,  phone  the  nearest  Railway  Express  office. 


Controllers'  Congress 
Pacific  Coast 
Regional  Convention 

PROCEEDINGS 

PARTIAL  CONTENTS:  Taxation— Expense  Alloca¬ 
tion — Credit  Unions — Expense  Control  in  Smaller 
Stores  —Reducing  Insurance  Costs — etc.,  etc. 

PRICE  $2.00 

Send  orders  to 

Denis  Donohoe,  Retail  Dry  Goods  Association, 
Son  Francisco,  Calif. 
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A  Million  Americans  Go  Home 

(Coiifimted  from  page  16) 


How  to  Lick  the 


Rale  for  For  Storage 

Let  U8  face  the  facts — unfor¬ 
tunately  there  are  some  cities 
where  a  2%  storage  rate  still 
exists.  Plymetl  Fur  Vaults 
supply  an  effective  answer  to 
that  problem.  This  equip¬ 
ment  de-moths  all  incoming 
coats  immediately — an  added 
service  which  builds  prestige 
and  lays  the  foundation  for  a 
higher  rate. 

However,  if  low  rates  persist, 
there  is  safety  in  the  fact  that 
Plymetl  equipment  radically 
reduces  the  costs  of  storage — 
and  still  gives  the  very  best 
protection.  Fight  the  rate 
problem  with  this  two  edged 
sword — experience  has  shown 
that  Plymetl  Vaults  rather 
than  conferences  are  the  real 
answer.  Write  immediately 
for  a  copy  of  our  new  book¬ 
let  shown  below. 


HASKEL1TEMFG.C0RP. 


208  W.  WASHINGTON 
CHICAGO,  LLL. 


Alabama 

4 

Arizona 

1 

.Arkansas 

3 

California 

12 

Connecticut 

7 

Delaware 

2 

Florida 

4 

Georgia 

9 

Idaho 

15 

Illinois 

4 

Indiana 

24 

low'a 

22 

Kansas 

19 

Kentucky 

3 

Louisiana 

1 

Maryland  3 

Massachusetts  8 
Michigan  49 

Minnesota  17 

Mississippi  2 

Missouri  25 

Nebraska  10 

Nevada  5 


New  H’pshire  2 
New  Jersey  22 
New  Mexico  1 
New  York  19 
N.  Carolina  4 
N.  Dakota  2 
Ohio  36 


Oklahoma  14 

Oregon  29 

Pennsylvania  34 
S.  Carolina  3 

Tennessee  4 

Texas  15 


Utah  5 

Virginia  3 
Washington  56 
West  Virginia  7 
Wisconsin  14 


these  plans  was  demonstrated  by  the 
National  Lumber  Manufacturers’ 
Association  and  the  National  Lum¬ 
ber  Dealers  .Association  by  building 
the  three  experimental  houses  in 
Bethseda,  Maryland  in  the  fall  of 
1936.  Results  were  so  startling  that 
a  nation-wide  campaign  for  this 
type  home  was  organized  by  the 
lumber  interests  at  their  annual 
convention  last  Deceml)er. 

.Although  only  several  weeks  in 
progress,  519  dealers  in  41  states 
have  signed  up  to  build  1324  houses 
as  listed  below: 


F.  H.  A.  Weekly  Broadcasts 

The  Federal  Housing  Administra¬ 
tion  has  arranged  with  the  Columbia 
Broadcasting  System  for  a  series  of 
13  fifteen  minute  weekly  broadcasts 
in  a  coast-to-coast  hook-up  on  the 
general  theme — “Your  Home  and 
Mine.”  The  first  broadcast  was 
scheduled  for  February  20th  at 
10  .A.M.  Chief  emphasis  of  the  se¬ 
ries  will  be  placed  upon  the  efforts 
of  the  building  industry  during  the 
coming  Spring  months  to  make 
available  to  the  public  small  houses 
costing  under  $5000.  Each  broad¬ 
cast  will  take  up  a  different  phase 
of  industrial  and  financial  participa¬ 
tion,  and  will  stress  to  the  local 
material  dealers,  retailers,  contrac¬ 
tors,  builders,  etc.,  the  desirability 
of  building  and  demonstrating  small 
homes  in  hundreds  of  communities. 


Ready-to-Wear  News 

(Continued  from  page  147) 


which  was  adopted. 

“Briefly  under  the  creed  we  have 
pledged  ourselves  to  consider  suit¬ 
ability  and  durability  as  well  as 
price  in  our  purchases ;  to  avoid 
merchandise  made  under  unfair  or 
sweatshop  conditions ;  to  he  reason¬ 
able  in  our  demands  for  service ;  and 
to  refrain  from  returning  merchan¬ 
dise  unless  the  goods  or  the  store 
was  at  fault.” 

.A  number  of  consumer  represen¬ 
tatives  spoke  at  this  session,  and  all 
sounded  the  same  note :  the  consum¬ 
er  is  determined  to  have  standards, 
established  by  impartial  agencies,  to 
guide  her  in  purchasing;  informa¬ 
tive  labeling  and  informative  adver¬ 
tising. 

This  interest  of  the  consumer  in 
factual  information  was  also 
touched  uixm  at  the  sales  promotion 
.sessions  of  the  convention. 

Mr.  William  H.  McLeod  of  Fi- 
lene’s,  Boston,  said: 

“I  think  it  is  important  for  us  to 
realize  that  the  consumer  is  on  the 
job  and  becoming  more  critical  and 
better  educated  every  day.  They 


are  all  looking  at  us  with  critical 
eyes.  Frankly,  I  don’t  think  they 
are  going  to  be  willing  to  have 
dresses  advertised  as  ‘crepe’  and 
have  the  store  not  know  whether 
they  are  silk  or  rayon  or  part  of 
both.” 

More  effective  sales  promotion. 
Mr.  B.  Lewis  Posen  of  Hochschild, 
Kohn  &  Co.  said  can  take  the  form 
of  selling  price  tags,  adequate  label¬ 
ing,  and  booklets.  “This  involves 
printing  on  the  back  of  price  tags, 
where  string  tags  are  used,  the  facts 
about  the  merchandise.  A^ou  know 
how  much  the  customer  can  glean 
from  the  average  price  tag.  If  the 
salesperson  happens  to  he  busy,  the 
customer  must  wait  until  she  can 
be  waited  on,  when  she  might  be 
half  sold  from  the  right  kind  of  tag 
by  the  time  the  salesperson  gets  to 
her. 

“Many  types  of  merchandise  can 
carry  a  sticker  telling  this  selling 
story.  Where  neither  the  sticker 
nor  the  tag  is  practicable,  a  leaflet  or 
booklet  can  be  used.” 
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Introduction 


By  EARL  CONSTANTINE 
Managing  Director 
National  Association  of 
Hosiery  Manufacturers 

T  TOSIERY  may  be  regarded  as  an  in- 
^  dispensable  part  of  clothing.  This 
means  that  in  any  advanced  country, 
with  rare  exceptions  every  man,  woman 
and  child  purchases  and  wears  hosiery. 

In  recent  years  the  consuming  public 
has  made  big  progress  in  the  direction 
of  intelligent  buying  of  articles  of  neces¬ 
sity.  Different  consumers'  organizations, 
services,  and  publications  have  stimu¬ 
lated  a  desire  on  the  part  of  the  consumer 
to  know  what  are  the  essential  proper¬ 
ties  or  values  of  an  article,  and  to  pur¬ 
chase  accoY'dingly. 

The  point  at  which  most  hosiery  passes 
into  the  hands  of  the  user  is  the  counter 
in  the  retail  store.  Obviously,  it  is  very 
important  that  salespeople  should  have 
a  general,  accurate  understanding  of  the 
manner  in  which  hosiery  is  produced,  the 
many  operations  through  which  it  passes 
before  it  is  ready  for  the  market,  and  the 
essential  facts  which  should  govern  a 


person  when  selecting  hosiery.  In  addi¬ 
tion,  in  the  case  of  a  washable  article, 
it  is  highly  desirable  that  salespeople  be 
prepared  to  give  sound  advice  as  to  the 
manner  in  which  the  article  should  be 
washed  to  avoid  its  injury.  Silk  hosiery, 
in  particular,  requires  intelligent  selling, 
as  well  as  buying,  because  of  the  deli¬ 
cacy  of  the  product. 

It  is  my  understanding  that  the  pur¬ 
pose  of  this  Manual  for  Selling  Hosiery 
is  to  create  both  interest  in  and  under¬ 
standing  of  hosiery  by  salespeople.  It  con¬ 
tains  many  facts  which  are  not  generally 
known  and  which  will  prove  very  inter¬ 
esting,  as  well  as  useful.  There  is  still, 
after  all,  some  romance  in  modem  manu¬ 
facture.  Also,  there  are  sound  reasons 
behind  each  step  which  has  been  taken 
in  the  development  of  the  product  to  its 
present  character.  A  knowledge  of  these 
facts  will  not  only  make  for  better  sell¬ 
ing,  but  likewise  for  easier  selling. 
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THE  BERKTWIST  STOCKING  ITSELF 


*  Finally,  the  Berktwist  Stocking  is  made  with 
Berkshire's  perfect-fitting  foot .  . .  the  heel-cup 
deeper  so  that  the  stocking  won't  *‘bunch"  and 
the  narrowing-stitches  at  the  right  point  to 
make  the  arch  dainty,  feminine  and  smooth¬ 
fitting  inside  the  shoe. 

You'll  do  more  business  on  crepes,  and 
make  more  money  selling  the  better  kind 
of  crepes,  when  you  concentrate  on  Berk- 
twists.  BerkshireKnittingMills,Reading,Pa. 


is  the  perfect  selling  demonstration.  Just 
to  show  its  exquisite  texture  and  color- 
clearness  starts  the  sale.  But  you  are 
getting  a  slightly  higher  price  for  this 
stocking.  And  here’s  the  value-story: 


*  All  crepe  stockings  are  not  alike.  The  whole 
secret  of  their  sheer  strength  is  in  the  twist  of 
the  silk.  Berkshire  uses  a  secret,  patented  twist 
which  makes  the  silk-strand  very  small,  hut 
neither  tense  nor  tight. 

*  The  fabric,  therefore,  is  elastic  and  sleek- 
fitting  .  .  .  doesn't  break  easily  ...  is  not  harsh 
in  feel,  and  takes  the  dye-colors  evenly  and  with 
rich  tone. 

*  Every  tiny  loop  formed  by  this  small,  smooth 
strand  is  perfect,  free  and  open.  That  makes 
the  stocking  sheer  and  clear. 
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The  History  of  Hosiery 


A  gift  for  a  queen. 


SILK  stockings  made  their  first 
appearance  in  England  when 
Henry  VIII  was  presented  with 
a  pair  which  had  been  hand-knitted 
in  Spain.  Before  this,  and  for  some 
time  after,  stockings  were  affairs  of 
woolen  cloth,  taffeta  or  velvet  cut  to 
the  shape  of  the  foot  and  leg  and 
seamed.  Undoubtedly,  Henry,  who 
was  nothing  if  not  a  dandy,  was  de¬ 
lighted  with  the  silk  ones,  but  no 
method  of  machine  knitting  was 
known,  and  it  took  months  to  knit 
a  pair  by  hand,  so  that  silk  stockings 
continued  to  be  a  rarity. 

Some  years  later,  in  the  reign  of 
Queen  Elizal)eth  feminine  fashion  in 
England  was  displaying  a  tendency 
to  go  stockingless  save  for  shaped 
footcoverings  of  cloth  designed  to 
protect  the  foot  from  the  harshness 
of  the  shoe.  After  all,  skirts  were 
long  and  voluminous,  and  stockings 
did  not  seem  to  be  needed  either  for 


protection  or  appearance.  However, 
the  knitting  industry,  which  pro¬ 
duced  wool  and  cotton  stockings, 
suffered  from  this  fashion ;  and  con¬ 
sequently  Elizabeth,  being  a  highly 
practical  business  woman,  had  Par¬ 
liament  pass  an  act  compelling  her 
subjects  to  wear  stockings  on  Sun¬ 
days  and  holy  days. 

It  was  about  this  time  that  one 
of  Elizabeth’s  sewing  women  pre¬ 
sented  her  with  a  pair  of  hand-knit¬ 
ted  silk  stockings.  Hand-knitting, 
whether  of  silk,  woolen  or  cotton, 
was  still  the  only  method  known.  It 
was  years  later  that  the  Queen  re¬ 
ceived  a  gift  of  a  pair  of  woolen 
stockings  knitted  on  a  mechanical 
knitting  frame.  This  device  was  the 
invention  of  a  Rev.  William  Lee 
who  lived  in  the  town  of  Notting¬ 
hamshire.  The  story  is  that  he  was 
driven  to  invent  the  machine  so  that 
the  lady  of  his  thoughts  and  dreams 
might  not  have  to  spend  all  her  time 
knitting,  and  consequently  might 
have  some  leisure  for  him. 

However,  whether  this  be  the 
reason  or  not,  he  produced  a  pair 
of  frame  knitted  stocking  of  wool, 
eight  loops  to  the  inch,  a  needle 
for  each  stitch.  The  machine  was 
operated  by  hand  and  foot  power. 
When  he  placed  his  invention  before 
the  Queen,  she  refused  it  a  patent 
on  the  ground  that  it  would  create 
unemployment  in  the  hand-knitting 
industry.  She  did  promise,  however, 
that  if  he  could  develop  a  machine 


The  stocking  mender’s  shop. 


for  knitting  stockings  of  silk,  she 
would  grant  him  a  patent  on  that. 

Lee  realized  that  his  machine 
must  have  a  needle  for  each  stitch 
and  that  his  first  eight  needles  and 
later  twelve  needles  to  the  inch 
would  make  far  too  loose  a  stitch  for 
silk.  He  continued  to  work  along 
these  lines,  and  after  nine  years  de¬ 
veloped  a  machine  which  would  knit 
twenty  loops  to  the  inch.  His  prin¬ 
ciple  was  so  right  that  basically  it 
is  still  used  for  full-fashioned  ho¬ 
siery.  His  twenty-loop  construction 
is  only  eight  loops  less  than  the  con¬ 
struction  used  in  the  average  stock¬ 
ing  of  today. 

And  so,  after  many  years  of  ex¬ 
periment,  Lee  was  able  to  lay  before 
the  Queen  a  pair  of  silk  stockings 
knitted  by  machine.  For  reasons 
known  only  to  herself,  Elizabeth  still 
did  not  give  him  a  patent;  and  an 
ambassador  from  France  seized  the 


-were  knit  ebout  1790 
by  Jane  Scott,  whoae  mother  came 
h«m  Ireland  about  1767.  Jane  Scott's 
lather  would  not  allow  the  horses  to  be 
used  on  Sundays,  so  the  girls  had 
to  walk  four  miln  to  church.  They 
carried  their  stockings,  enth  their 
pernella  shoes  (cloth*top  ^loes  of  the 
period)-  wearing  common  stockings 
with  old  shoes,  and  dunging 
by  the  roadside  fust  before 
arriving  at  the  church. 

The  stockings  have  been  handed 
down  with  the  chiru  and 
spinning  wheel  to  the  janes 
of  each  generation. 


TIT* 
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The  Manufacture  of  Hosiery 


The  silk  worm,  which  makes 
possible  the  most  lieautiful  fab¬ 
ric  known  to  man  is  an  inter¬ 
esting  fellow  and  he  is  bred,  tended 
and  fed,  and  his  health  and  well  be¬ 
ing  are  supervised  in  a  manner  due 
any  thoroughbred. 

Though  the  silk  worm  will  thrive 
in  any  warm  climate,  there  are  two 
specific  reasons  why  Japan  is  the 
silk  pro<lucing  center  for  the  manu¬ 
facture  of  silk  hosiery.  Economic 
conditions  make  very  low  prices 
possible  and  the  Japanese  govern¬ 
ment’s  supervision  over  the  eggs  is 
so  minutely  planned  and  rigidly 
maintained  that  it  would  be  a  Her¬ 
culean  task  for  any  other  country  to 
equal  it. 

The  farmer  buys  his  eggs  from 
a  government  licensed  firm  and 
these  eggs  are  guaranteed  to  be  free 
of  disease  and  as  such,  the  resulting 
silk  is  of  good  quality.  From  the 
hatchery  they  are  taken  to  a  com¬ 
munity  incubator  where  they  are 
left  to  develop  into  worms.  Mul¬ 
berry  leaves  are  stripped  from  the 
trees,  finely  chopped  and  placed  in 
the  trays  to  which  the  worms  are 
transferred.  While  the  w’orms  are 
feeding  on  these  leaves  they  must  be 
kept  warm  and  the  mulberry  tree  is 
utilized  for  firewood  to  heat  the 
farmer’s  hut  where  the  trays  are 
kept.  Feeding  on  these  leaves  for 
about  twenty  -days,  they  are  ready 
to  spin,  and  straw  is  placed  in  the 
trays,  to  which  the  worms  attach 
themselves,  emit  a  filament  from  the 
two  “feelers”  on  their  heads,  throw 
it  about  themselves  and  thus  the 
cocoon  is  begun. 

This  filament  contains  a  gum 
known  as  sericin,  and  its  sticky  state 
enables  the  strands  to  hold  together 
in  formation.  Before  the  moths 
formed  inside  the  cocoon  can  emerge 
and  break  or  tear  the  filament  which 
forms  the  cocoons,  they  are  placed 
over  intense  heat  which  kills  them, 
1  he  reeler  who  buys  the  cocoons 
from  the  farmer  must  boil  the 
cocoons  to  remove  enough  of  the 
gum  to  make  reeling  possible.  If 
all  the  gum  were  removed  the  fila¬ 
ments  would  become  dry.  The  reel- 
ers  are  operated  by  girls,  several 
reels  to  each  girl,  the  cocoons  are 
jdaced  in  water  and  fed  to  the  reels 
five  filaments  to  a  thread,  through  a 


porcelain  “eye”  and  over  a  wheel 
to  create  the  necessary  tension.  A 
slight  twist  is  given  the  filament  and 
the  remaining  gum  makes  them  stick 
together.  The  motion  of  the  reelers 
causes  the  cocoons  to  bob  about  in 
the  water  and  should  any  of  them 
remain  still  it  is  a  warning  to  the 
operator  that  the  filament  is  broken. 

The  standard  size  skein  is  made 
on  another  and  larger  reel  which 
also  serves  for  grading  by  inspec¬ 
tion.  Thirty  skeins  are  required  to 
make  a  “book”  and  thirty  lxx)ks  con¬ 
stitute  a  bale.  These  bales  are  care¬ 
fully  encased  first  in  cotton  cloth 
and  then  in  layers  of  straw  matting, 
lx)und  with  hemp,  then  marked  and 
are  ready  for  export.  These  are  a 
colorful  part  of  the  interesting  cargo 
we  see  about  water  fronts,  marked 
with  symbols  which  prompt  us  to 
dream  of  far  away  places. 


Feeding  silkworms. 


In  the  Hosiery  Mill 


To  make  a  trip  through  a  hosiery 
mill  or  to  read  the  experiences 
of  one  who  has  been  through,  and  to 
remember  the  various  processes  as 
they  are  seen  described  would  be 
of  little  or  no  value  to  you  unless 
you  remember  the  purpose  of  each 
process.  Enormous  sums  of  money 
are  spent  in  the  manufacture  of  ho¬ 
siery,  skill  which  has  taken  years 
to  develop  and  science  which  has 
l)een  untiringly  contributed,  make 
this  the  great  industry  that  it  is.  If 
you  have  chosen  hosiery  for  special¬ 
ization  you  should  have  a  good 
working  knowledge  of  it. 

As  the  term  “twist”  has  come  to 
l)e  used  by  the  consumer,  it  is  there¬ 
fore  necessary  to  know  just  what 
twist  means. 

When  bales  of  silk  arrive  in  this 
country  they  first  go  to  a  “throw'er”. 
The  thrower  soaks  the  skeins  in  a 
solution,  following  which  they  are 
dried  carefully  in  specially  air  con¬ 
ditioned  rooms  and  then  the  silk  is 
wound  on  wooden  bobbins.  The  in¬ 
tense  inspection  of  each  inch  of 
strand  and  the  perfect  joining  of 
broken  threads  is  a  highly  developed 
profession. 

The  twisting  process  is  done  by  a 
thrower.  As  the  threads  are  put  on 
bobbins,  they  are  given  a  specified 


number  of  twists  to  the  inch.  Bob¬ 
bins  contain  a  single  strand,  and  if 
threads  are  taken  from  four  bobbins 
we  have  a  four  thread  twist,  and 
the  number  of  twists  to  the  inch  in¬ 
dicates  how  high  the  twist  is  in  the 
yarn  used.  More  bobbins  or  less 
l)obbins,  and  variations  as  to  the 
number  of  twists  to  the  inch,  give 
you  the  typ>e  of  yarn. 

Stockings  of  high  twist  are  con¬ 
sidered  to  have  greater  “snag”  re¬ 
sistance.  However,  a  too  high  twist 
will  lessen  elasticity,  and  while  it 
gives  the  desirable  dull  finish,  it  may 
not  wear  well. 

“Crepe”  twist,  which  gives  us  the 
special  dull  finish,  is  achieved  by 
twisting  two  sections  of  strands 
separately  and  then  twisting  the  re¬ 
sulting  threads  together.  The  throw¬ 
er  concludes  his  operation,  by  draw¬ 
ing  the  silk  threads  from  the  bob¬ 
bins  on  to  cones.  A  few  manufac¬ 
turers,  however,  do  their  own 
throwing  but  the  basic  process  is 
very  much  as  described  here. 

At  the  mill  cones  of  silk  must  be 
conditioned  before  they  can  be  placed 
on  the  knitting  machines  as  the 
thread  becomes  dry  and  stiffened 
after  the  final  throwing  ojieration. 
The  cones  are  placed  in  a  room  hav¬ 
ing  a  temperature  of  ninety  degrees 
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Topping  or  Transferring 


The  heels  as  knit  on  the  legging  machine  must  be  turned 
at  right  angles  to  follow  the  shape  of  the  foot.  Each 
stitch  must  he  “transferred”  to  the  points  of  the  transfer  bar. 


and  moisture  of  about  ninety  five 
degrees  of  saturation.  This  makes 
for  greater  pliability  in  knitting. 

To  make  full  fashioned  hosiery, 
these  cones  are  placed  in  glass  and 
metal  containers  which  preserve  the 
moisture  which  has  been  put  into 
them.  This  type  of  hosiery  is  knit¬ 
ted  “flat”  and  Ix'gun  at  the  top.  The 
first  operation  is  the  knitting  of  half 
of  the  hem,  or  welt,  then  the  picot 
which  appears  at  the  top  of  the 
stocking  when  the  hem  is  folded,  and 
next  the  remaining  half  of  the  hem 
is  made  which  is  to  form  the  outside 
part.  The  hem  is  folded  and  threads 
are  picked  up  from  the  first  row 
knitted  on  the  machine  and  are  fitted 
exactly  with  the  threads  of  the  last 
row  then  are  knitted  together  to 
form  the  completed  hem  and  the  leg 
is  begun. 

The  shaping  of  full  fashioned 
stockings  is  done  by  reducing  the 
number  of  needles  and  this  starts  at 
the  thigh.  Each  of  the  fashion  marks 
which  are  found  on  the  leg  of  all 
such  hosiery  is  made  by  releasing 
four  needles  at  one  time  and  in  this 
manner  the  shaping  of  the  leg  is  ac¬ 
complished  down  as  far  as  the  ankle. 
The  stocking  is  then  transferred  to 
the  “topping  table”.  A  girl,  highly 
skilled  and  working  so  rapidly  that 
the  eye  is  all  but  confused,  fits  the 
loops  over  the  needles  with  accuracy 
so  that  each  loop  must  coincide  with 
each  needle,  otherwise  imperfections 
will  occur.  This  bar  is  then  trans¬ 
ferred  to  the  “footer”,  a  machine 
which  looks  and  operates  very  much 
like  the  “legger”.  The  instep  and 
the  rest  of  the  upper  part  of  the 
foot  are  then  knitted  with  shaping 
at  the  instep.  Reinforced  yams 
form  the  heel,  shaped  with  fashion 
marks,  then  the  sole,  one  half  of 
which  is  made  on  either  side  to  be 
sewn  together  later. 

The  joining  or  seam  is  made  on 
a  type  of  .sewing  machine,  starting 
at  the  top  and  continuing  down  the 


leg.  through  the  sole  to  the  toe. 

The  circular  (seamless)  stocking 
is  not  made  flat  as  are  the  full  fash¬ 
ioned,  but  knitted  on  a  cylinder 
which  revolves  continuously.  Xo 
shaping  takes  place  as  in  the  full 
fashioned  stocking,  but  stitches  are 
gradually  tightened  as  knitting  ])ro- 
gresses  down  the  leg  and  the  dia¬ 
meter  of  the  stocking  is  brought 
down  consi<lerably  between  the  welt 
and  the  ankle.  When  the  heel  is 
reached  the  machine  moves  forward 
and  back  with  all  the  needle.;  drawn 
up  with  the  exception  of  those 
necessary  to  form  the  heel  and  toe 
which  are  of  reinforced  yarn. 
The  last  operation  is  the  seam. 
There  are  no  selvages  since  the 
stocking  has  been  knitted  circular ; 
this  is  merely  a  mock  seam  put  in 
to  simulate  the  effect  of  the  full 
fashioned  stocking.  Some  manufac¬ 
turers  of  circular  stockings  set  their 
machines  to  make  what  is  called 


Examining  Machine 
Note  the  strain  to  which 
the  fabric  is  subjected. 


“tuck  stitches”  at  intervals  at  either 
side  of  the  back  of  the  leg  which  imi¬ 
tate  the  fashion  marks  of  full  fash¬ 
ioned  stockings.  It  is  therefore  im¬ 
portant  to  have  complete  knowledge 
of  these  two  types  of  hosiery  to  be 
able  to  definitely  distinguish  them 
yourself  and  answer  inquiries  cor¬ 
rectly  and  completely. 

Silk  being  an  animal  product,  runs 
uneven.  The  very  highest  grade  silk 
thread  may  run  even  for  many  yards 
and  then  thicken  or  thin  out  for  a 
distance.  This  difference  is  the  cause 
of  “rings”  in  hosiery.  To  overcome 
this  most  manufacturers  feed  the 
silk  to  the  machines  from  three  dif¬ 
ferent  cones  instead  of  one  as  has 
been  the  custom  for  many  years. 
The  carriers  pick  up  the  silk  from 
one  cone  for  one  course,  then  silk 
from  another  for  another  course, 
then  from  the  third  for  another  and 
so  continue  to  alternate  until  the 
stocking  is  complete.  Should  a  thick 
section  of  silk  occur  from  one  thread 
for  one  course  the  next  thread  for 
the  next  course  will  offset  the  effect. 
By  this  method  we  get  our  “ring¬ 
less”  hosiery  of  today.  The  stocking 
becomes  so  well  blended  that  no 
rings  or  bands  are  perceptible  to  the 
eye  although  tlie  silk  may  actually 
be  uneven. 

Boiling  at  a  high  temperature  is 
necessary  to  remove  all  gum  or  seri- 
cin,  oils  and  dirt  before  dyeing.  The 
silk  filament,  as  it  comes  from  the 
silk  worm,  contains  a  gum  which 
keeps  it  in  place  while  the  cocoon  is 
being  formed,  the  oil  is  from  the 
olive  oil  used  to  soften  the  yarn  for 
knitting  and  the  dirt  is  the  accumu¬ 
lation  from  handling.  Olive  oil  and 
soap  are  used  in  the  boiling,  and 
rinsing  is  done  thoroughly  with 
warm  water. 

The  greater  percentage  of  hosiery 
sold  today  is  dyed  after  it  has  been 
knit.  The  tempo  of  the  times  calls 
for  quick  delivery  on  colors  which 
some  world,  national  or  local  event 
or  some  fashion  flare  may  bring  in¬ 
to  sudden  popularity.  Many  mills 
knit  stockings  in  the  natural  color 
of  the  yarn  and  carry  them  as 
“stock”.  As  such  they  are  said  to 
be  “in  the  grey”,  as  this  is  approxi¬ 
mately  their  color.  (Some  use  the 
term  “in  the  greige”  which,  trans¬ 
lated  from  the  French  means  in  the 
“raw”  and  is  only  applied  when 
speaking  of  silk.)  Some  retailers 
closely  watch  the  market  to  the  ex¬ 
tent  of  placing  orders  for  “grey” 
when  they  believe  the  market  is  in 
their  favor  with  the  proviso  that  the 
stockings  are  to  be  dyed  and  de¬ 
livered  at  later  dates. 

“Ingrain”  stockings  are  those 
made  of  yarns  which  have  been  dyed 
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priiir  to  knitting  and  it  was  not  so 
ver\  many  years  ago  that  all  our 
fine  stockings  were  made  this  way. 
The  process  of  construction  is  the 
same  as  has  been  described  in  this 
article  with  only  the  one  difference 
in  tlie  dyeing. 

Hosiery  may  Ik*  redyed  without 
serious  injury  and  should  a  retailer 
become  overstocked  with  undesired 
colors,  these  stockings  may  be  sent 
to  dyeing  plants  which  will  remove 
the  dye  with  which  they  have  been 
colored  and  apply  new  shades.  It 
seems  inconceivable  that  such  a  fine 
fabric  could  stand  such  treatment  but 
it  is  an  established  and  proven  fact 
that  it  may  be  returned  to  the  retail¬ 
er  and  sold  according  to  its  classifi¬ 
cation  of  first  quality,  second,  etc. 

After  dyeing,  some  manufacturers 
give  hosiery  a  “finish”.  This  is  done 
with  chemicals,  different  kinds  for 
different  purposes.  In  some  cases 
this  finish  is  given  to  stiffen  the  fab¬ 
ric  so  that  counter  handling  is  bet¬ 
ter  resisted  by  the  stocking  and  it 
does  not  lose  its  fresh  appearance. 
Other  manufacturers  give  their  ho¬ 
siery  a  waterproofing  treatment 
which  makes  them  “spot  or  splash 


proof”  and  it  is  claimed  that  they 
will  not  spot  on  rainy  days. 

The  final  shaping  of  all  hosiery  is 
done  by  “boarding”.  While  they  are 
still  damp  from  rinsing  after  dyeing, 
they  are  put  on  drying  forms  which 
are  heated  with  steam,  electrically 
heated  or  placed  in  drying  boxes. 
'I'he  placing  on  forms  must  l)e  done 
skillfully  and  quickly  to  prevent 
wrinkling  or  poor  shaping. 

The  final  inspection  is  thorough. 
To  be  first  quality  the  stockings 
must  be  acceptable  according  to 
established  standards.  “Irregulars” 
are  stockings  which  do  not  quite 
come  up  to  the  standards  of  “first 
quality”  and  seconds  have  very  im- 
l)ortant  or  perceptible  defects.  Run- 
of-the-mill  is  just  that  —  hosiery 
taken  from  the  machines  and  pre- 
])ared  for  shipment  without  inspec¬ 
tion. 

Stockings  are  not  made  for  the 
left  or  riglit  foot.  Pairing  require¬ 
ments  call  for  length  of  hems  and 
legs,  reinforcement  of  heel  depths  as 
well  as  color.  Hosiery  is  then  folded, 
ticketed  and  stamped  according  to 
specifications  and  lastly  placed  in 
lK)xes  for  shipping. 


Special 

Constructions 


The  outline  given  you  on  manu¬ 
facture  is  for  the  fundamental 


facture  is  for  the  fundamental 
operations  used  in  making  to¬ 
day’s  hosiery.  Some  manufacturers 
vary  from  this  to  give  you  features 
which  they  believe,  for  one  reason 
or  the  other,  will  give  greater  ser¬ 
vice  or  beauty.  It  would  be  impos¬ 
sible  to  cover  all  the  features  offered 
but  a  few  will  acquaint  you  with  the 
possibilities  of  slight  variations. 

The  single  hem  is  a  feature  of 
several  makers.  In  this  construction 
the  number  of  threads  used  in  the 
hem  is  double  the  number  of  threads 
used  in  knitting  the  legs  and  twice 
the  number  of  needles  are  used.  A 
selvage  is  put  in  the  top  of  the  stock¬ 
ings,  so  that  there  is  no  necessity 
for  turning  the  top  over  to  prevent 
running.  The  same  depth  of  hem  is 
there,  and  for  those  who  wish  to 
roll  stockings  there  is  less  bulkiness, 
while  for  those  using  the  rear  gar- 
(Continued  on  page  178) 


Steps  in  Stocking  Manufacture 


1.  The  Completed  Leg:  This  consists 
t)f  the  welt  (A),  leg  (B),  heel  splicings 
(C),  heels  (D) ;  and  is  made  on  one 
machine.  Note  the  fashioning  marks  in 
the  leg  and  heel,  which  indicate  where 
stitches  have  heen  actually  dropped  dur¬ 
ing  knitting  for  perfect  fit. 


2.  The  Footed  Stocking:  The  foot  has 
now  heen  added  to  the  leg.  This  con¬ 
sists  of  the  instep  (E),  soles  (F),  and 
toe  (C) ;  and  is  made  on  a  separate 
machine  from  leg  in  order  to  get  perfect 
fitting  right  angle  foot. 

3.  The  Looped  Stocking:  Heels  and 


toe  ends  have  been  joined  by  actual  in¬ 
terlooping,  giving  perfect  smoothness  at 
these  points  (H). 

4.  The  Completed  Stocking:  Leg  and 
foot  selvages  have  been  joined  by  seams 
(I).  The  stocking  is  now  ready  for 
dyeing. 
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The  Selling  of  Hosiery 


The  understanding  a  salesperson 
has  of  the  product  she  is  selling 
will  determine  how  successful 
she  can  l)e. 

That  does  not  mean  that  the  cus¬ 
tomer  should  lx*  confused  or  lK)red 
with  the  facts  the  salesperson  pos¬ 
sesses.  It  simply  means  that  the 
psychological  effect  upon  the  custom¬ 
er  of  lieing  served  intelligently  will 
unquestionably  be  sensed  and  appre¬ 
ciated.  Every  salesperson  should 
possess  far  more  knowledge  than 
she  will  ever  be  called  upon  to  use 
so  that  she  may  always  lx*  ready 
with  an  answer  for  any  question  on 
hosiery  whether  it  touches  on  con¬ 
struction,  wearability  or  suitability. 
To  apply  such  knowledge  intelli¬ 
gently  is  the  surest  way  of  securing 
customer  confidence  quickly. 

A  careful  study  of  the  various 
points  covered  in  this  article  to¬ 
gether  with  the  technical  definitions 
in  the  Glossary  of  Terms  should 
help  to  bring  accord  between  the 
salesperson  and  customer. 

Know  Your  Stocks 

When  a  customer  asks  if  a  stock¬ 
ing  is  fashioned  she  may  mean  that 
she  wishes  to  know  if  it  is  a  full 
jashioncd  stocking.  All  stockings  are 
fashioned  in  some  manner  or  other 
but  a  full  fashioned  stocking  is  a 
distinct  type  which  should  never  lx 
confused  with  any  other,  nor  should 
there  lx  any  guesswork  on  your 
part  as  to  whether  it  is  such  or  not. 
First,  see  if  there  is  a  seam  at  the 
back,  then  look  for  fashioning  marks 
and  lastly  but  most  important — fol¬ 
low  the  lines  of  the  lengthwise  ridges 
and  note  whether  they  are  all  paral¬ 
lel  with  the  seam  or  if  they  go  in 
the  direction  of  a  \'  toward  the  fash¬ 
ion  marks. 

This  V  is  your  proof  of  a  full 
fashioned  stocking  and  the  reason 
for  this  irregularity  is  that  the 
threads  were  lessened  to  make  the 
shaping,  brought  together  and 
secured,  enabling  the  remaining 
threads  to  continue  to  be  knit  as  re¬ 
quired.  Just  follow  the  threads  in 
the  two  illustrations  shown  and  com¬ 
pare  the  directions  taken  by  the 
threads  of  each.  Call  this  the  “V” 
test  if  you  like. 

The  fact  that  a  stocking  has  a 


seam  in  the  back  does  not  mean  that 
it  is  a  full  fashioned  stocking.  The 
same  applies  to  fashion  marks.  The 
circular  (seamless)  stocking  may 
have  a  seam  in  the  back,  just  as  it 
may  have  fashion  marks  but  the  sole 
purpose  is  to  simulate  or  imitate  the 
full  fashioned  stocking.  Since  it  is 
tubular  knitted  there  are  no  sel¬ 
vages  ;  the  seam  is  a  mock  seam  and 
the  fashion  marks  are  nf)t  made  by 
securing  dropped  threads  but  are 
what  are  called  “tuck  stitches”  and 
serve  only  the  purpose  of  appear¬ 
ance.  The  circular  stocking  is  a 
good  stocking  and  well  suited  to  cer¬ 
tain  needs  and  purses.  It  has  not. 
however,  actually  been  shaped  to  the 
leg  in  the  knitting  but  has  been 
“boarded”  to  the  shape  of  the  human 
leg  and  foot. 

It  is  essential  to  have  complete 
knowledge  of  three  of  the  terms  used 
in  hosiery  construction  —  gauge, 
thread  and  plating.  The  gauge  of  a 
stocking  means  the  number  of 
stitches  or  needles  that  are  used  in 
making  the  stocking  and  can  be  rec¬ 
ognized  as  the  ridges  running 
lengthwise.  The  higher  the  numeral 
used  to  indicate  the  gauge,  the  finer 
the  stocking  and,  of  course,  the  more 
delicate  the  fabric  and  the  less  dura¬ 
ble.  A  fifty-one  gauge  stocking  is 
an  evening  stocking  and  will  not 
give  service  while  a  forty-two  gauge, 
being  a  lower  numeral,  is  not  so  deli¬ 
cate  and  much  more  can  lx  e.xpected 
of  it  in  wearing  qualities. 

The  term  thread  is  used  to  indi¬ 
cate  the  number  of  strands  of  silk 
which  are  twisted  together  to  form 
the  yarn.  The  fewer  the  threads  the 
more  delicate  the  stocking  and  the 
evening  stocking  of  two  threads  has 
not  nearly  the  resistance  of  the  after¬ 
noon  stocking  of  three :  and  the 
walking  sheer  of  four  or  five  has 
more  resistance  and  so  on  to  the 
definite  service  stocking  with  seven 
or  more  threads. 

The  plated  heel,  toe  or  sole  is  a 
wear  resisting  construction.  You 
know  that  j^lated  silver  or  gold 
means  that  a  coating  of  one  or  the 
other  is  placed  over  some  other 
metal.  Plating  in  hosiery  is  not  quite 
as  simple  as  that  but  it  does  mean 
that  a  different  fabric  will  appear  on 
the  reverse  side.  A  contrasting  fab¬ 
ric  is  knitted  in  with  the  fundamen¬ 


tal  fabric  so  that  one  or  the  other 
appears  on  either  side.  Thus  a  silk 
hose  may  be  plated  with  cotton  as 
with  women’s  stockings  and  often 
linen  with  men’s.  Knitting  in  this 
other  material  gives  greater  elastici¬ 
ty  and  strengtli  and  a  plated  heel, 
toe  or  sole  gives  greater  service  than 
an  all  silk  construction. 

Correct  Sizes  and  Lengths 

It  is  of  utmost  importance  to  sell 
correct  sizes.  The  size  of  a  stocking 
is  the  length  of  the  foot  and  the 
numeral  denotes  it  in  inches.  A 
complaint  alx)ut  stockings  in  general 
may  indicate  to  you  that  the  size 
your  customer  is  wearing  may  be 
too  short  in  the  foot  or  has  not  the 
proper  length  in  the  leg. 

.\  foot  too  .short  naturally  causes 
the  threads  to  give  way  at  the  toes 
and  can  be  as  fatal  to  health  and 
foot  comfort  as  a  shoe  too  short. 
Consider  the  width  of  the  foot  as 
well  as  the  length.  A  very  narrow 
foot  will  naturally  not  take  up  as 
much  fabric  and  elasticity  as  a  wide 
foot,  and  you  can  readily  understand 
that  sometimes  the  same  shoe  lengths 
may  call  for  different  sizes  in  stock¬ 
ings.  There  is  a  vast  difference  in 
the  fabric  taken  up  by  a  C  or  D 
width  foot  than,  say,  a  double  or 
triple  A  and  certainly  a  quadruple 
A.  Always  have  your  shoe-hosiery 
size  chart  near  you.  A  wrong  size, 
whether  it  inconveniences  the  cus¬ 
tomer  to  the  extent  of  returning  her 
jxirchase  or  whether  she  wears  the 
stocking  and  is  dissatisfied,  is  sure  to 
reflect  upon  you  as  an  incompetent 
salesperson,  on  your  store  for  em¬ 
ploying  you  and  for  offering  unsat¬ 
isfactory  merchandise.  At  any  rate 
you  are  the  loser  since  you  cannot 
lx  a  success  if  your  department  is 
not. 

A  stocking  too  long,  if  folded  over 
at  the  top  may  bring  the  garter  be¬ 
low  the  garter  band  and  undue 
strain  will  be  brought  to  bear  upon 
the  delicate  mesh  of  the  leg  and  con¬ 
sequently  runs  appear.  A  too  short 
stocking  will  cut  into  the  flesh,  be 
uncomfortable  for  the  wearer  and 
strain  the  entire  stocking,  sometimes 
to  the  extent  of  the  knee  bursting 
through.  Stocking  lengths  need  not 
be  as  accurate  as  foot  sizes.  You 
can  readily  understand  that  the  elas- 
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Full  fashioned  stocking. 


Circular  storking. 


ticity  of  the  full  length  of  a  stocking 
and  the  adjusting  of  garters  allow 
more  leeway  than  the  foot  closely 
confined  within  a  shoe. 

The  average  woman  takes  a  thirty 
inch  length.  When  stockings  are 
ordered  of  a  manufacturer  and  the 
length  not  specified,  the  shipment 
should  approximate  this  length,  that 
is  to  say,  it  may  run  an  inch  more 
or  an  inch  less.  Considering  the 
elasticity  of  hosiery  fabrics,  you  can 
well  understand  that  the  ordinary 
stocking,  if  it  were  stretched  one 
way  would  be  tensed  the  other.  A 
very  slim  leg  would  allow  a  thirty 
inch  hose  greater  length  on  the 
wearer  than  a  stout  leg  which  would 
take  up  some  of  this  length  when  it 
is  stretched  over  the  calf  and  thigh. 

It  is  well  to  ask  the  customer  the 
size  of  her  shoe  rather  than  the  size 
of  her  stocking.  Many  women  while 
increasing  shoe  sizes,  absent-mind¬ 
edly  continue  to  ask  for  the  same 
size  stocking  they  have  been  wear¬ 
ing  for  some  time.  Many  a  satisfied 
customer  has  been  made  out  of  a  dis¬ 
gruntled  one  by  the  simple  means 
of  .selling  her  a  stocking  which  fits 
correctly  and  gives  her  comfort  and 
wearability. 


Analyze  the  Customer's  Wants 

.•\])pearances  may  tell  a  great  deal 
alK)ut  tbe  tyjx'  of  stocking  your  cus¬ 
tomer  may  want  but  you  must  not 
lose  sight  of  the  fact  that  she  may 
have  an  occupation  or  a  sport  which 
her  api^earance  lK*lies,  and  which 
would  call  for  another  tyi)e  of  stock¬ 
ing  than  her  costume  sugge.sts  at  the 
moment.  The  selling  of  proper 
weight  is  of  great  imjx)rtance  if  the 
cu.st(»mer  is  tf>  realize  satisfaction 
from  her  jnirchase  and  iKTome  or  re¬ 
main  a  steady  patron. 

.\n  evening  .stocking  is  just  as  un¬ 
suitable  for  street  or  afternoon  wear 
as  an  evening  gown  is  for  general 
wear.  A  seven  or  eight  thread  stock¬ 
ing  is  definitely  made  for  service 
wear  and  should  lx*  sold  for  this  pur- 
])ose  as  well  as  to  the  stout  woman 
who  naturally  gives  greater  strain  to 
all  parts  of  a  stocking  than  the  slen¬ 
der  woman.  Some  quite  stout  women 
find  greater  comfort  and  service 
from  fmtsize  stockings  which  have 
added  fabric  in  the  thigh  and  leg 
while  the  foot  is  identical  with  the 
.standard  stocking.  In  outsize  it  is 
possible,  for  her  to  wear;  a  somewhat 
finer  gauge  for  formal  wear.  There 
are  also  specially  woven  tops  which 
have  elasticity  enough  for  some  who 
require  larger  than  standard  tops. 

VVhen  a  customer  has  not  defi¬ 
nitely  stated,  upon  her  approach  to 
the  counter,  that  she  wishes  a  defi¬ 
nite  type  of  stocking,  it  is  well  to 
show  her  a  four  thread  forty-five 
gauge  with  a  plated  heel  and  toe. 
This  is  called  a  “walking  sheer”  or 

Hosiery 

MANUFACTURER.S  go  to  al¬ 
most'  unbelievable  lengths  to 
insure  tbe  delivery  of  perfect  mer¬ 
chandise  when  it  has  been  sold 
as  such  to  the  retailer.  Rarely  does 
an  imperfection  slip  by  the  intensive 
examining,  but  as  no  one  is  infalli¬ 
ble,  imperfections  may  show  up  after 
stockings  are  subjected  to  actual 
wear.  It  is  possible  that  when  a  full 
fashioned  stocking  has  a  wide  run 
lieginning  at  the  fashion  marks,  or  a 
break  occurs,  where  the  heel  has  been 
joined  to  the  leg  or  at  its  fashioning 
marks,  the  construction  has  been 
faulty. 

A  break  in  the  leg  which  does  not 
lx*gin  at  the  garter  may  still  be  the 
fault  of  a  too  tightened  garter.  Too 
tight  garters  are  the  cause  of  a  tre¬ 
mendous  number  of  complaints,  par  ¬ 
ticularly  among  those  whose  work 
compels  them  to  do  a  great  deal  of 
l)ending  over,  such  as  housework, 
store  or  office  work.  If  those  so 


"business  sheer”  and  is  midway  be¬ 
tween  the  service  weight  and  the 
evening  stocking.  Her  reaction  to 
this  stocking  will  determine  for  you 
whether  you  have  shown  her  what 
she  is  interested  in  or  whether  she 
wants  to  go  up  or  down  the  scale. 
.Should  she  ask  for  an  afternoon 
stocking,  show  her  a  three  thread 
forty-eight  gauge  with  reinforced 
heel  and  toe,  and  for  an  evening 
stocking  show  a  two  thread  forty- 
eight  to  fifty-one  gauge  with  silk 
lieel  and  toe.  “Sandal  foot”  stock¬ 
ings  are  l)eautiful  with  sandal  shoes 
but  should  not  be  sold  with  any  idea 
of  wearability. 

The  knee  length  hose  with  the 
elastic  top  is  increasing  in  populari¬ 
ty,  especially  with  the  slender  girl 
and  woman.  More  and  more,  the 
comfort  and  the  coolness  of  this  type 
of  stocking  are  being  realized.  No 
garters  of  any  sort  are  necessary 
with  such  hosiery,  as  the  elastic  top 
holds  it  firmly  and  neatly  in  place. 
There  is  no  bulky  roll  as  with  the 
full  length  stocking  when  it  is  rolled 
below  the  knee  nor  is  there  a  garter 
impression  to  mar  the  line  of  the 
sleek  or  filmy  afternoon  or  evening 
gown. 

The  elastic  tops  are  usually  made 
in  lacy  effects  which  are  not  only 
decorative  but  are  also  ccx)ler  than 
solid  elastic. 

Textures  in  knee  length  stockings 
vary  as  they  do  in  full  length  hosiery 
•SO  that  the  choice  of  weights  is  wide. 
These  stockings  are  particularly 
adapted  to  the  activities  of  sports  as 
they  give  perfect  freedom. 

Hazards 

occupied  would  wear  hosiery  of  ade- 
(juate  weight  and  loosen  their  gar¬ 
ters  during  work  periods,  it  is  logi¬ 
cal  that  their  stockings  would  give 
longer  service  and  would  save  them 
the  embarrassment  and  expense  of 
runs.  The  care  of  the  feet,  notionly 
the  nails  but  chapped  and  calloused 
spots,  particularly  at  the  heels,  is 
important.  Any  roughness  may  be 
the  reason  why  a  perfect  stocking 
has  not  given  normal  wear. 

It  is  but  a  matter  of  a  moment 
for  one  who  is  subject  to  chapped 
heels,  to  rub  a  little  cold  cream  into 
the  heel  at  night.  Chap  or  no  chap, 
it  is  a  good  idea  and  most  women, 
once  they  get  used  to  this  bit  of  rou¬ 
tine,  would  like  the  luxurious  feel¬ 
ing  of  exceptionally  smooth  heels 
just  as  they  like  smooth  elbows. 

Should  a  customer  complain  of 
“picked  threads”  in  her  stockings 
and  admit  that  all  or  nearly  all  of 
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her  stockings  seem  to  “go”  about 
the  same  way,  you  may  be  sure  there 
is  a  specific  reason  for  this  and  that 
it  is  usually  due  to  some  influence 
apart  from  that  which  a  stocking 
can  reasonably  withstand.  Lame 
dresses  with  their  strong  metal 
threads  can  pick  up  threads  of  stock¬ 
ings  just  as  ruinously  as  a  rough 
place  on  a  chair  or  table  leg.  One 
who  habitually  sits  on  one  foot  may 
have  a  sharp  button  or  buckle  which 
catches  threads.  This  is  particularly 
dangerous  to  the  stocking  when  one 
who  sits  in  this  manner  swings  the 
free  foot  continuously.  Perhaps  a 
harsh  ridge  inside  an  overshoe  or  a 
ridge  of  a  storm-rubber,  a  worn  lin¬ 
ing  of  a  shoe  or  a  carelessly  lined 
new  shoe,  run  over  heels  which 
throw  wear  on  areas  not  reinforced 
for  the  unexpected,  are  sometimes 
reasons  why  good  stockings  do  not 
give  normal  wear. 

Great  care  and  tact  should  be  ex¬ 
ercised  in  suggesting  to  the  custom¬ 
er  that  the  fault  lies  with  her.  If 
you  show  interest  in  the  complaint 
and  impress  upon  the  customer  that 
you  are  as  anxious  as  she  is  to  de¬ 
termine  the  reason  why  she  has  not 
had  service  you  can  get  her  confi¬ 
dence  and  thereby  help  her  and  make 
her  a  steady  patron. 

One  of  the  greatest  hazards  for 
silk  hosiery  is  in  careless  handling. 
Rough  finger  nails,  chapped  hands, 
jewelry  and  strain  by  not  putting 
on  stockings  properly  can  cause 
more  damage  to  stockings  than 
wear. 

Salespersons’  hands  should  be 
smooth,  the  nails  constantly  watched 
and  cared  for  and  no  jewelry  worn 
during  store  hours.  It  cannot  be 
stressed  too  strongly,  the  impor¬ 
tance  of  anticipating  the  customer’s 
desire  to  see  hosiery  over  the  hand, 
by  promptly  drawing  it  over  your 
own.  However  lovely  her  hands 
may  appear,  it  is  possible  that  she 
may  have  roughness  which,  although 
slight,  might  catch  a  thread  and  ruin 
a  stocking.  Watch  your  stock  care¬ 
fully  and  should  such  an  accident  oc¬ 
cur  be  sure  you  do  not  return  the 
stocking  to  your  stock. 

Many  ringless  stockings  are 
shown  in  transparent  envelopes  and 
customers  having  confidence  in  your 
store  or  in  a  particular  brand,  may 
not  require  that  the  envelope  be 
opened.  Selections  may  be  made 
from  displays  on  the  counter  or  in 
the  show  case  and  the  customer  de¬ 
pend  upon  you  to  give  the  correct 
color  and  size  from  your  stock. 
Right  here  I  am  going  to  tell  you 
about  the  -difference  between  three 
carrier  ringless  stockings  and  those 


which  are  ringless  by  inspection. 
Three  carrier  stockings  are  stockings 
that  have  been  knitted  from  three 
cones,  the  threads  from  each  of  these 
cones  alternating  so  that  any  un¬ 
evenness  in  the  silk  is  blended  and 
not  concentrated  as  it  might  be  if 
only  one  cone  were  used.  Made 
from  one  cone,  the  ringless  by  in¬ 
spection  is  just  what  the  name  im¬ 
plies.  Inspection  shows  no  uneven¬ 
ness  has  occurred  in  the  one  cone 
from  which  the  entire  stocking  has 
been  knitted. 

Many  casualties  come  about  by 
not  putting  on  stockings  properly. 
Before  putting  on,  stockings  should 
be  rolled  as  far  as  the  toe,  the  toe 


Customer 


Complaints 

DO  not  let  complaints  confuse 
you.  Here  is  a  chance  to  show 
your  salesmanship.  The  very  nature 
of  a  complaint  gives  you  a  talking 
point  from  which  you  can  work  to 
make  a  satisfied  customer.  Here  is 
an  excellent  opportunity  to  draw 
upon  your  knowledge  of  hosiery  and 
understanding  of  customer  problems. 
When  I  say  complaints,  I  do  not 
necessarily  mean  return  complaints. 
Try  to  draw  your  customer  into  con¬ 
versation  about  the  stockings  she 
has  been  wearing.  If  she  has  said 
she  wants  a  stocking  with  a  good 
strong  heel  you  can  assume  that  she 
has  been  having  trouble  at  that 
point.  Perhaps  she  has  been  wear¬ 
ing  stockings  insufficiently  rein¬ 
forced  ;  she  may  need  a  plated  heel 
if  she  has  been  wearing  one  of  all 
silk  or  there  may  be  some  other  rea¬ 
son  why  she  is  not  satisfied.  It  is 
important  that  you  find  out  if  you 
can  what  causes  her  trouble,  because 
you  can  then  rectify  it  by  giving  the 
proper  stocking  or  advice  and  you 
are  locking  the  barn  door  before  tbe 
horse  is  stolen.  If  you  have  been 
given  a  hint  of  trouble  do  not  ignore 
it  but  capitalize  on  it  and  when  the 
customer  comes  back  it  will  be  with 
pleasure  and  with  a  reorder. 

Consider  that  the  customer  is 
much  more  annoyed  at  having  to 
bring  back  her  purchase  and  is  far 
more  inconvenienced  than  you  are, 
and  keep  in  mind  that  a  customer 
who  does  not  come  back  is  a  lost 
one.  You  are  fortunate  in  being 
given  a  chance  to  right  a  wrong 


of  the  stocking  placed  into  position 
on  the  foot  and  the  stocking  then 
rolled  up  the  leg.  This  is  a  good 
way  and  is  generally  popular  but  I 
find  another  method  almost  as  uni¬ 
versal  among  those  who  really  care 
what  happens  to  their  stockings 
after  they  painstakingly  shop  for 
them,  and  that  is  to  turn  the  stock¬ 
ing  wrong  side  out — as  far  as  the 
heel,  place  it  on  the  foot  and  with 
the  palms  of  the  hands  work  the 
stocking  on  and  up  the  leg.  This 
latter  method  lessens  the  danger  of 
catching  the  stocking  on  the  finger 
nails  during  the  rolling  process.  No 
stocking  should  ever  be  drawn  on 
like  a  boot. 


Problems 


whether  the  fault  be  with  her,  with 
the  store,  with  the  merchandise  or 
(sad  but  sometimes  horribly  true) 
with  you. 

Returns 

Returns  are  many  times  the  re¬ 
sult  of  gift  purchases.  Find  out  the 
reason  for  the  return  even  if  your 
customer  seems  adamant  about  hav¬ 
ing  a  refund.  Many  persons  buy  ho¬ 
siery  from  eye  appeal  and  the  ser¬ 
vice  rendered  at  the  counter.  If  you 
cannot  duplicate  the  number  in  an¬ 
other  size,  if  this  be  the  reason  for 
the  return,  do  not  ask  if  you  may 
show  something  else — ^place  another 
stocking  before  your  customer  which 
has  points  you  by  this  time  know 
should  appeal  to  her.  Use  the  infor¬ 
mation  you  have  obtained  from  her 
when  she  gave  her  explanation  for 
her  return.  Always  remember  at 
the  conclusion  of  a  sale,  to  suggest 
additional  pairs  so  that  they  may  be 
matched  up  as  odd  ones  continue  to 
be  serviceable. 

The  Waiting  Customer 

The  busiest  salesperson  with  the 
most  exacting  customer  need  not  of¬ 
fend  her  nor  lose  her  interest,  if  the 
newcomer  to  the  counter  is  given  a 
smile  and  a  softly  spoken  “in  a  mo¬ 
ment”.  Do  not  expect  a  smile  in  re¬ 
turn  but  you  will  know  that  your 
smile  has  registered  pleasantly,  even 
if  unconsciously. 

This  is  many  times  the  answer  to 
why  a  certain  clerk  is  sought  after 
more  than  her  confreres  and  how 
she  has  built  up  a  valuable  following 
and  an  active  mailing  list. 
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Fashion's 

Fashion  has  made  the  hosiery 
industry.  In  the  changing  of 
skirt  modes  she  has  given  occu¬ 
pation  to  countless  workers  in  the 
manufacture  of  hosiery,  makers  and 
oiK'rators  of  the  machinery  which 
makes  it,  box  and  label  trades, 
shippers,  salespeople,  advertising 
people — in  fact  it  would  be  impossi- 
i>le  to  enumerate  here  those  the 
hosiery  industry  gives  employment 
to  since  it  forms  an  endless  circle 
around  the  globe. 

Following  the  era  when  it  was 
unpardonable  to  mention  “limbs”, 
and  women  sued  each  other  for  as 
much  as  rumoring  that  a  skirt  was 
lifted  a  shocking  instep  height  on  a 
rainy  day,  came  brave  Mrs.  Dexter 
C.  Bloomer  of  “bloomer”  fame,  who 
campaigned  bitterly  against  the  fet¬ 
ters  of  the  fashion  of  her  day.  Others 
took  up  her  banner  and  dress  reform 
was  definitely  on  its  way. 


Then  came  the  day  of  the  “hobble” 
and  the  slashed  skirts  with  startling 
clocks  of  open  work,  lace,  embroid¬ 
ery  and  studded  jewels  which  I 
daresay  outdid,  in  beauty  and  dash, 
those  of  the  bedecked  gentleman  of 
the  era  of  satin  knee  breeches.  Street 
cars  had  lowered  steps  to  make  it 
humanly  possible  for  ladies  to  mount. 
Those  were  the  days  of  beautiful 
heavyweight  hosiery — it  had  to  be 
lovely.  $4.95  was  carefully  counted 
out  for  each  pair  to  get  really  heavy 
ingrain  stockings  and  of  course  they 
had  to  have  a  high  lustre. 

These  heavy  stockings  took  a 
goodly  amount  of  silk  but  the  thick¬ 
ness  of  the  fabric  covered  much  un¬ 
evenness  in  the  threads  and  the  high 
standard  of  today’s  silks  was  not  so 
imperative  to  the  making  of  such 
hose. 

The  war-time  short  skirt  econo¬ 
mized  on  dress  materials  but  the 


Influence 

budget  leaned  over  backwards 
toward  hosiery  upkeep.  Cotton  tops 
— well ! 

Gone  are  the  days  when  color 
ranges  consisted  of  black,  white  and 
cordovan  with  a  small  stock  of 
standard  “evening  shades.”  Costume 
stockings,  which  usually  matched 
gowns  exactly,  were  dyed  to  the  cus¬ 
tomer’s  order.  How  sharply  such 
hosiery  stocks  contrast  with  the  wide 
range  of  colors  and  shades  of  today 


Laundering 


To  help  customers  with  suggest- 
tions  about  the  washing  of  ho¬ 
siery  is  really  a  part  of  selling 
for  in  that  way  you  may  aid  them 
in  getting  full  benefit  from  their  pur¬ 
chases.  As  the  care  and  considera¬ 
tion  given  hosiery  have  a  tremend¬ 
ous  bearing  on  the  life  of  stockings, 

I  am  devoting  this  chapter  to  the 
subject  of  washing  and  drying 
hosiery. 

Women  appreciate  knowing  the 
best  possible  method  for  washing 
hose,  particularly  when  told  in  an 
intelligent  and  comprehensive  way. 
A  great  deal  of  scientific  study  has 
been  given  this  problem  by  the  labo¬ 
ratories  of  large  organizations  inter¬ 
ested  in  the  subject,  and  their  find¬ 
ings  together  with  research  by  the 
writer  are  condensed  and  given  here. 

No  fastidious  woman  would  pains¬ 
takingly  select  a  silk  dress,  wear  it 
once,  take  it  off  and  leave  it  in  a 
crumpled  heap  as  is  often  done  with 
hosiery.  Yet  dress  silks  are  much 
more  firmly  constructed  than  silk 
hosiery.  The  same. degree  of  care 
given  to  the  selection  of  hosiery 
should  be  continued  by  washing 
them  after  each  wearing. 

To  wash  stockings  correctly,  first 
select  a  soap  containing  no  injurious 
alkali.  Alkali  is  “poison”  to  silk. 
A  mild,  neutral  soap  in  flake,  gran¬ 
ule  or  similar  form,  containing  no 
harmful  alkali  need  not  be  expen¬ 
sive  to  buy.  Make  a  rich  suds  be¬ 
fore  putting  in  the  stockings. 

In  case  of  mud  spots  or  shoe 
blacking,  dip  a  wetted  finger  in  the 
box  of  soap  flakes  or  granules,  gent¬ 
ly  work  the  soap  which  clings  to  the 
finger  into  the  wetted  stocking  di¬ 
rectly  on  the  spots  and  gently 
squeeze  the  stocking  in  the  suds  giv¬ 


and  with  the  soft  blending  and  har¬ 
monizing  of  the  modern  ensemble ! 
Speaking  of  sharp  contrasts — weigh, 
figuratively  and  materially,  the  rib 
stockings  worn  in  the  early  days  of 
the  bicycle  with  their  successors,  the 
brief  socks  that  are  worn  at  the 
present  time. 

The  serious  interest  women  have 
taken  in  sports,  and  the  resulting  in¬ 
fluence  on  sjiectator  sports  attire, 
have  completely  ousted  prudery. 
Legs  are  legs  and  there  you  are. 
They  no  longer  startle  with  brilliant 
adornment  nor  shock  worn  au  natu- 
relle,  but  they  must  compliment 
with  utmost  good  taste. 


Suggestions 


ing  special  attention  to  the  spots. 

Perspiration  contains  acid  and  oil 
and  no  amount  of  rinsing  in  plain 
water  will  remove  them.  This  acid, 
if  left  in  the  stocking  will  turn  to 
alkali  and  it  is  the  alkali  together 
with  the  natural  oil  which  rot  the 
silk,  causing  holes  and  runs.  These 
two  enemies  of  silk,  acid  and  oil, 
must  be  removed  with  soap. 

The  “hardness”  or  “softness”  of 
water  varies  in  different  parts  of 
the  country  and  special  compounds 
are  obtainable  for  “softening”. 
Much  care  should  be  exercised  that 
such  comjX)unds  are  suitable  for 
silks. 

The  temperature  of  the  water 
u-sed  should  be  luke-warm  to  cool 
and  an  easy  way  to  test  it  is  with 
the  back  of  the  wrist  since  the  wrist 
is  more  sensitive  than  the  hand.  Hot 
water  is  injurious  to  many  fabrics, 
])articularly  silks. 

Though  silk  is  the  strongest  of 
all  fibers,  it  cannot  withstand  sud¬ 
den  jerks,  twists  or  doubling.  There¬ 
fore  rubbing,  twisting  and  wringing 
are  harmful  and  may  cause  threads 
to  spread,  and  when  the  stocking  is 
subjected  to  strain  the  strands  snap, 
and  runs  result.  Gently  squeeze  the 
suds  through  and  through  the  ho¬ 
siery  in  order  to  release  the  soil 
which  otherwise  might  be  im¬ 
prisoned.  Rinse  thoroughly  in  luke¬ 
warm  water. 

Stockings  are  carefully  “boarded” 
and  shaped  during  their  period  of 
construction,  but  a  great  deal  of  this 
purpose  is  defeated  if  stockings  are 
left  to  dry  in  a  haphazard  manner. 
Lay  them  out  full  length  on  a  towel 
and  roll,  towel  and  stockings  to¬ 
gether.  A  great  deal  of  water  is  ab¬ 
sorbed  by  the  towel  which  prevents 
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Test  water  temperature  on  the  wrist. 


the  color  from  streaking.  Unroll 
immediately.  The  hem  should  be 
taken  in  one  hand,  folded  at  the 
seam — the  toe  in  the  other  hand  and 
the  stocking  gently  pulled. 

Hosiery  should  l)e  hung  over  a 
hkI  or  line  with  sufficient  amount  of 


fabric  lap|K*d  over  to  have  it  stay  in 
|K)sition  without  pins  or  other  fast¬ 
enings.  Fastenings  often  cause 
“snags"  or  stretched  places  and  runs 
and  ill  fitting  areas. 

Much  has  lieen  said  alxiut  the 
hanging  of  stockings.  Many  con¬ 
tend  that  they  should  l)e  hung  by  the 
feet,  while  others  claim  they  shoukl 
1r*  hung  by  the  hem.  I  find  that  the 
long  footed,  slender  legged  lady 
likes  stockings  hung  hy  the  feet  and 
the  one  requiring  top  width,  likes 
hers  hung  by  the  hem.  well  flattened 
and  gently  and  sugge.stively  shaped 
as  far  down  as  the  calf. 

Stockings  should  never  1r»  dried 
near  a  radiator,  steam  pipe  or  stove. 
Direct  heat  is  destructive  to  any  fine 
fabric.  The  sun  gives  lR)th  heat  and 
intense  light  which  are  injurious  to 
lR)th  fabric  and  color.  When  hosiery 
is  dried  C(»rrectly  their  color  and 
te.xture  are  preserved. 


The  gift  purchase  need 
not  be  a  problem. 


being  over  .solicitous.  .\ct  as  though 
vou  are  making  a  usual  sale.  Do  not 
ever  let  an  unusual  request  discon¬ 
cert  you. 

1  know  of  a  hosiery  buyer  who 
made  a  special  effort  to  get  business 
from  concerns  having  many  women 


The  Gift  Purchase 


Hosiery  is  the  ideal  gift.  Did 
you  ever  hear  a  single  human 
Ix^ing  complain  of  having  too 
many  pairs  of  hosiery? 

Mothers  are  pleased  to  receive 
socks  for  their  children.  Mothers, 
sweethearts,  wives,  sisters  and 
friends  accept  this  ix*rfect  gift  with 
great  pleasure  and  many  times  with 
frank  relief. 

The  purchasing  of  gift  hosiery 
need  not  be  difficult  if  the  purchaser 
is  fortunate  in  chancing  upon  an 
intelligent  and  helpful  salesperson. 
Many  men  approach  a  women’s  ho¬ 
siery  department  with  determination 
which  has  triumphed,  to  an  extent, 
over  the  embarrassment  they  often 
feel  at  the  thought  of  invading  what 
they  consider  women’s  territory. 

.\  salesperson  may  quickly  put 
such  customers  at  ease  by  asking  in 
a  i>crfectly  natural  voice,  ‘Ts  the  jjer- 
son  you  are  buying  these  stockings 
for  about  my  size  or  is  there  anyone 
near  who  suggests  the  size  of  the 
person?’’;  and  then  a.sking.  “.\re 
they  for  everyday  wear  or  are  they 
to  l)e  for  special  wear  such  as  golf 
of  evening’’?  After  these  opening 
questions  there  is  usually  no  difficul¬ 
ty  about  ladies’  stockings.  In  the 
case  of  stockings  for  children  and 
elderly  folk,  there  is  no  embarrass¬ 
ment  but  help  is  usually  necessary 
to  make  a  satisfactory  purchase. 

For  children,  the  approximate 
age.  whether  they  are  large  or  small 
for  the  age,  whether  they  are  as  tall 
as  the  customers’  waistline,  elbow  or 
shoulder  should  be  sufficient  guide. 


.\nd  for  tlie  elderly  person  ask  if  the 
stockings  are  for  an  active  person 
or  for  one  who  would  appreciate 
comfort  hosiery.  Conditions  rule  the 
selection  of  st<x*kings  for  such  people 
and  it  is  quite  in  order  to  ask  if  cir¬ 
cumstances  call  for  specified  fabrics. 
\'erv  soft  w(M)l,  lisle,  cotton  or  mix¬ 
ture  .stockings  are  .sometimes  suit¬ 
able  rather  than  silk  and  then  again 
silk  may  highly  please  one  who  regu¬ 
larly  receives  tlie  “useful"  gift  but 
still  has  a  flare  for  the  touch  of 
loveliness.  During  the  showing  of 
your  stock,  try  t(^  visualize  the  re¬ 
cipient  and  do  not  lx  “fussy"  and 
make  the  customer  uucomfortable  bv 


employees  by  supplying  Christmas 
stockings  to  the  firms,  giving  no 
special  prices  but  extending  her  own 
and  her  salespeoples’  efforts  toward 
the  proixr  selection  and  gracious  ex- 
chajiging  of  the  gifts.  The  good-will 
built  up  from  these  gifts  accom- 
]>lished  a  great  deal  toward  increas¬ 
ing  their  year  around  business.  Gift 
purchases  very  frequently  mean  ex¬ 
changes  but  do  not  make  the  mis¬ 
take  of  taking  them  lightly.  A  mere 
return  may  mean  that  some  custom¬ 
er  may  be  realized  out  of  a  person 
who  has  never  before  been  in  your 
store  but  has  been  obliged  to  come 
in  because  of  this  exchange.  Your 
service  may  equal  or  surpass  any 
efforts  of  a  promotional  character  to 
get  that  ixrson  as  a  patron.  Always 
remember  that  no  effort  is  lost  which 
is  directed  properly. 


Size  Scale  for  Buying  Hose 

Shoe  Sice 

Hosiery  Sice 

2 — 3^  narrow 

8 

3*/j  wide — 4  narrow 

8/2 

4  wide — narrow 

9 

wide — narrow 

9/2 

wide — lYi  very  narrow 

10 

7^4  wide — 8j/^  very  narrow 

10/ 

8^  wide  and  up 
*Xarrow  A,  .AA,  B 
\’ery  narrow  AA.\ 

Wide  C— D 

11 
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Marking  and  Packaging 


WHEN  your^namc  is  signed  to 
a  letter,  a  check  or  an  agree¬ 
ment  you  are  identified  with 
that  which  you  have  signed.  Natu¬ 
rally  you  would  not  voluntarily  at¬ 
tach  your  name  to  anything  that 
would  lie  to  your  discredit.  Your 
store  uses  its  name  in  every  con¬ 
ceivable  way,  outside  its  building, 
in  advertising  its  merchandise,  on  its 
packagings,  delivery  trucks,  etc. 
Why?  Of  course,  it  is  liecause  it  is 
proud  of  its  name  and  all  it  stands 
for. 

It  is  a  proven  fact  that  people 
tcMlay  are  much  more  informed  alxmt 
the  products  they  buy  than  ever  be¬ 
fore.  Civic  groups  and  organizations 
of  national  and  local  importance  are 
making  studies  of  those  items  which 
seriously  affect  budgets  and  many 
stores  have  cooperated  to  the  extent 
of  contributing  money,  effort  and 
tlie  store  facilities  for  test  and  re¬ 
search  toward  the  furtherance  of  the 
aims  of  these  groups.  Such  stores 
have  found  it  easier  and  pleasanter 
to  deal  with  those  whose  knowledge 
of  a  subject  is  well  founded  so  that 
the  ground  is  fertile  for  the  cultiva¬ 
tion  of  sound  trade  principles,  than 
with  those  who  are  completely 
swayed  by  price. 

The  ultimate  in  the  construction 
of  any  product  could  lie  passed  by 
almost  unnoticed  if  the  presentation 
were  not  equal  to  the  product  shown. 
The  streamlined  automobile,  loco¬ 
motive  and  other  protlucts  of  prog¬ 
ress  would  not  get  the  acceptance 
that  they  do  get  today  if  it  were  not 
for  the  many  dollars  spent  in  bring¬ 
ing  tlie  advantages  shaqdy  and  at¬ 
tractively  l)efore  the  eye.  More  of¬ 
ten  than  not,  the  goods  which  get 
the  greatest  attention  and  apprecia¬ 
tion  are  those  which  have  l)een  given 
the  most  attractive  presentation. 

Now,  women  want  quality  and 
value,  but  in  the  same  price  range 
most  hosiery  looks  pretty  much 
alike.  Not  so  many  years  ago  ho¬ 
siery  was  packed  in  uniform  glazed 
paj)er  boxes  with  a  binder  around 
the  three  pairs  contained. 

In  those  days  color  ranges  con¬ 
sisted  of  black,  white  and  cordovan, 
and  hosiery  for  special  occasions 
was  dyed  to  order.  With  the  in- 
creasetl  color  range,  stocks  had  to 
be  standardized  and  trade  associa¬ 


tions  were  formed  ami  si)ecifications 
of  various  sorts  were  agreed  upon. 
For  instance,  lx)xes  were  made  in 
standard  sizes  so  that  retailers  could 
have  containers  from  different 
sources  stacked  on  shelves  with  uni¬ 
formity  of  size.  A  “color  card”  was 
adopted  for  the  basic  colors  of  the 
season.  Large  sums  of  money  have 
Ix-en  spent  on  making  attractive  l)ox- 
es.  transparent  enveloix*s,  emliossed 
seals,  bands,  “riders”  and  the  all- 
important  distinguishing  mark  of 
the  transfer  so  inherent  to  the  stock¬ 
ing  itself. 

Many  tests  conducted  in  every 
t\|)e  of  store  conclusively  prove  that 
of  two  similar  products  of  equal 
quality,  one  far  outsells  the  other 
if  it  is  more  attractively  packaged 
and  marked.  So  it  is  with  hosiery 
and  that  is  why  hosiery  presentation 
is  so  important  today.  Brand  name 
or  maker’s  name  answer  many  of 
the  questions  which  arise  in  the  con¬ 
sumer’s  mind  and  many  times  iden¬ 
tity  serves  to  break  down  suspicion, 
enables  an  article  to  stand  on  its 
merit,  creates  a  favorable  impression 
and  builds  confidence.  Lithography 
and  package  designing  specialists 
have  created  works  of  art  in  boxes ; 
in  fact,  there  are  outstanding  special¬ 
ists  in  designing  and  lithograjdiing 
hosiery  boxes  alone. 

There  is  a  real  purpose  in  going 
to  such  lengths  to  present  hosiery 
attractively  and  salespeople  should 
realize  the  importance  of  taking  care 
of  these  packings  so  that  they  are 
kept  as  fresh  looking  as  the  hosiery 
they  contain.  When  the  box  is 
opened,  it  should  present  the  same 
compelling  appearance  as  the  cover. 

Confidence  in  your  store  and  cer¬ 
tain  features  well  advertised  by  some 
manufacturers  today  make  it  possi¬ 
ble  to  sell  from  “sample”  displays. 
The  actual  merchandise  is  some¬ 
times  offered  to  the  customer  in  a 
transparent  envelope,  and  color  and 
size  selection  is  made  from  the 
samples.  Up  to  recently  it  was  not 
]x>ssible  to  print  on  the  transparent 
envelope,  but  science  has  at  last 
succeeded  and  many  of  those  in  use 
are  beautifully  designed  with  gold 
and  silver  as  well  as  brilliant  and 
attractive  colors.  In  most  cases  the 
essential  points  of  the  hosiery  are 
printed  on  the  envelope,  and  as  a 


result  of  this  printed  information 
fewer  and  fewer  customers  are  re¬ 
questing  salespeople  to  open  pack¬ 
ages  for  their  inspection.  These  en¬ 
velopes  are  very  strong  but  great 
care  should  be  given  to  replace  ho¬ 
siery  in  them  so  that  they  may  al¬ 
ways  look  fresh  and  crisp.  It  is  an 
interesting  fact  that  this  packing  be¬ 
came  popular  alxjut  the  time  that 
“ringless”  stockings  were  accepted. 
These  items  complement  each  other 
and  help  customers  to  get  unhandled 
and  hygienic  merchandise. 

It  is  well  for  salespeople  to  be 
informed  as  to  the  maner  in  which 
the  hosiery  they  handle  is  marked. 
More  than  thirty  years  ago  there 
was  introduced  into  America  the 
dry  transfer.  Perfected  by  research 
and  improved  machinery,  the  dry 
transfer  can  now  reproduce  any  de¬ 
sign  of  lettering  in  any  one  or  two 
colors.  The  hosiery  manufacturer 
gets  his  transfers  in  the  shape  of 
large  paper  rolls — a  touch  of  a  hot 
iron  transfers  the  mark  to  the  stock¬ 
ing.  If  properly  made  of  a  composi¬ 
tion,  laboratory  tested  for  the  ma¬ 
terial  to  which  it  is  to  be  applied,  the 
mark  is  sharp,  clear  and  attractive, 
and  the  heat  of  application  does  not 
harm  the  hosiery  since  a  specially 
made  paper  acts  as  an  insulation  be¬ 
tween  the  iron  and  the  stocking. 

Laboratory-tested  transfers  are 
made  for  hosiery  manufacturers  to 
enable  them  to  mark  hosiery  in  sev¬ 
eral  ways.  The  information  con¬ 
tained  on  these  transfers  with  refer¬ 
ence  to  specific  brands  of  hosiery,  is 
found  a  valuable  aid  in  selling. 

The  mark  may  be  temporary  and 
can  l)e  obliterated  by  careless  han¬ 
dling;  or  it  may  be  semi-permanent 
and  still  l)e  readable  after  several 
washings ;  permanent,  and  remov¬ 
able  only  by  a  chemical  solvent;  or 
insoluble  so  that  any  attempt  to  re¬ 
move  it  would  injure  the  hosiery 
fabric. 

Each  type  of  transfer  has  advan¬ 
tages,  but  for  the  store  and  custom¬ 
er’s  protection,  the  longer  lasting  the 
transfer,  the  better.  Complaints  may 
be  readily  adjusted  if  the  transfer 
impression  remains  in  case  of  re¬ 
turns,  or  if  the  customer  finds  satis¬ 
faction  it  is  a  pleasant  reminder  of 
the  identity  of  the  hosiery  and  facili¬ 
tates  reordering. 
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Marking  and  parking  hosiery. 


GLOSSARY  OF  TERMS 

Reprinted,  except  for  items  marked  *,  from  "The  Manufacture  of  Hosiery  and  Its  Problems' 
By  courtesy  of  the  National  Association  of  Hosiery  Manufacturers 


Block  in  Sole.  Widening  of  sole  adjacent  to  the  toe.  This  is 
done  by  reinforcing  this  part  of  the  foot. 

Boarding.  Drying  the  stockings  after  they  have  been  dyed 
by  placing  them  on  either  heated  metal  forms  or  wooden 
forms  -which  are  heated. 

Boiling  Off.  A  process  carried  out  previous  to  the  dyeing  of 
silk  for  the  purpose  of  removing  the  natural  gum  or  sericin. 
Also  called  “degumming". 

Chiffon.  V'ery  light  weight  or  sheer  chiffon  hosiery  is  usually 
knit  from  a  2,  3,  4  or  5-thread  silk. 

Circular  Knit.  A  fabric  made  on  a  circular  knitting  machine 
as  distinguished  from  one  made  on  a  flat  knitting  machine. 

Clock.  A  decorative  design  or  stripe  on  the  side  of  a  stocking. 
It  may  be  open  work  or  embroidery. 

Closed  Seam.  A  seam  in  which  the  two  edges  of  the  knit 
fabric  to  be  joined  are  knit  together. 

Cockled  Effect.  A  drawing  together  of  knit  fabric  creating 
irregular  folds  or  groups  of  wrinkles  giving  it  a  puckered 
appearance. 

Conditioning.  Exposing  yarns  to  air  controlled  as  to  humidity 
and  temperature  in  order  to  bring  them  into  satisfactory  con¬ 
dition  for  throwing,  knitting,  testing  or  other  specified  use. 

Cone.  The  form,  usually  made  from  paper  or  cardboard,  on 
which  thread  or  yarn  for  knitting  is  wound. 

Coarse.  A  series  of  adjacent  loops  forming  a  line  across  the 
knitted  fabric. 

Crepe  Stitch.  Distorted  or  unevenly  shaped  stitches  in  hosiery 
fabric. 

•Crepe  Hosiery.  Hosiery  made  with  a  special  twist  which  gives 
a  dull  finish. 

Cut  Hosiery.  See  Glove  Silk  Hosiery. 


Uegumming.  A  process  carried  out  previous  to  the  dyeing  of 
silk  for  the  purpose  of  removing  the  natural  gum  or  sericin. 
.\lso  referred  to  as  “boiling  off”. 

Dip-Dye.  A  method  of  dyeing  hosiery  after  it  has  been  knitted. 
I'lie  hosiery  is  knitted  from  natural  colored  yarns  and  later 
dyed  to  a  desired  shade. 

Double  Sole.  The  sole  of  a  stocking  when  reinforced  with  an 
extra  yarn. 

Drop  Stitch.  A  missing  stitch  in  the  vertical  direction.  It  may 
be  dropped  purposely  in  knitting  various  designs  or  it  may  be 
dropped  by  a  broken  thread  or  needle. 

Ecru  Silk.  Thrown  silk  from  which  a  small  amount  of  gum  or 
sericin  has  been  removed. 

English  Foot.  The  foot  of  a  full-fashioned  stocking  so  made 
that  two  seams,  one  on  each  side,  are  required  to  close  the 
foot.  No  seam  is  required  in  the  sole. 

Examining  Board.  A  flat  board  over  which  the  stocking  is 
stretched  for  the  purpose  of  examining  it  for  defects. 

Examining  Form.  Used  for  the  same  purpose  as  the  examining 
board.  Made  in  the  shape  of  the  human  foot  and  leg. 

Fashion  Marks.  Small  cluster  of  stitches  visible  below  the  welt 
and  near  the  seam  in  the  leg  portion  of  a  full-fashioned  stock¬ 
ing.  Made  by  the  transferring  of  loops  to  adjacent  needles 
during  the  course  of  shaping  the  leg. 

Fast  Dye.  A  term  sometimes  applied  to  textiles  the  color  of 
which  will  not  change  materially  in  the  life  of  the  textile 
under  reasonable  conditions  of  use. 

Fastness.  The  ability  of  dyed  materials  to  resist  fading  when 
subjected  to  light,  water,  soap  solution,  etc. 

Filament.  The  strands  of  which  the  silk  or  rayon  is  composed. 
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Flarr.  The  upper  part  of  a  stocking,  usually  the  welt,  that 
has  Ik'Cii  widened,  or  flared,  at  the  top. 

Flat  Knit  Fabric.  Made  on  a  flat  knitting  machine. 

Footer.  A  machine  for  knitting  the  foot  of  a  stocking. 

Fornied-Fashioned.  A  woman’s  stocking  made  with  a  full- 
fashioned  foot  and  a  circular  knit  leg  in  which  a  portion  of 
the  ankle  has  been  cut  out  to  produce  a  narrow  fabric  at 
this  point. 

Four-Thread.  A  yarn  compo.sed  of  four  ends  of  silk.  Each  end 
generally  contains  five  cacoon  threads  each  having  two  fila¬ 
ments.  Iwiled-off  or  gum-free  four-thread  will  have  approxi¬ 
mately  forty  separate  filaments. 

French  Foot.  The  foot  of  a  full-fashioned  stocking  having 
the  seam  continue  down  the  center  of  the  sole  and  fashion 
marks  in  front  of  the  heel  and  near  the  toe. 

French  Heel.  Narrow  reinforcement  of  heel  above  the  shoe, 
extending  alxiut  54  inch  on  each  side  of  the  seam,  also  called 
high  heel. 

Full  Regular.  See  Full-fashioned. 

Gage,  ((iauge)  In  full-fashioned  hosiery'  the  needle  spacing 
on  a  knitting  machine  determining  the  fineness  of  a  stocking. 
It  is  designated  by  the  number  of  needles  per  154  inch  on  the 
machine.  In  seamless  hosiery  the  thickness  of  the  needles 
determining  the  gage.  Seamless  hosiery  is  referred  to  by  num¬ 
ber  of  needles  instead  of  by  gage. 

Garter  Run  Stop.  A  narrow  band  below  the  welt  or  top  in  a 
woman’s  stocking  so  constructed  as  to  prevent  runs  from 
entering  the  leg  portion  of  the  stocking. 

Garter  Top.  See  Welt. 

Gassing.  An  operation  of  passing  the  yarn  over  a  gas  flame, 
thereby  removing  projecting  fibers,  producing  a  smoother  and 
more  lustrous  yarn. 

Glove  Silk  Hosiery.  Hosiery  made  of  warp  knit  silk  fabric, 
such  as  is  usually  used  for  gloves.  This  is  either  Tricot  or 
Milanese  fabric  from  which  the  desired  shaped  pieces  are  cut 
with  dies.  These  pieces  are  seamed  together  to  make  a  stock¬ 
ing.  Also  called  cut  hosiery. 

Gore.  The  line  on  either  side  in  the  heel  and  toe  of  circular 
knit  hosiery  created  by  throwing  the  needle  out  of  and  into 
motion  during  the  knitting  of  the  heel  and  toe. 

“Grey”  Hosiery.  Hosiery  before  undergoing  the  boiling-off, 
scouring  and  dyeing  process. 

“’Greige”  Hosiery.  Translation  from  the  French  which  means 
“raw”  and  is  only  applied  to  silk.  Same  as  “grey”  hosiery. 

Gum  Silk.  Thrown  silk  from  which  the  gum  or  sericin  has  not 
been  removed.  ' 

Heel  Tabs.  The  heel  portion  of  a  full-fashioned  stocking  as  it 
comes  from  the  legger. 

Hosiery.  A  close  fitting  covering  for  the  feet  and  legs,  usually 
knitted. 

Hosiery  in  the  Grey.  Hosiery  knitted  from  natural  colored 
yarns  before  dyeing. 

High  Heel.  Reinforced  heel  of  a  stocking  above  the  shoe  line, 
also  called  high  spliced  heel. 

High  Splicing.  Same  as  high  heel. 

Hosiery  in  the  Gum.  Silk  hosiery  from  which  the  gum  or 
sericin  has  not  been  removed. 

Ingrain  Hosiery.  Hosiery  knitted  of  dyed  yarn. 

In  the  “Grey”.  See  “Grey”  Hosiery. 

In  the  “Gum”.  Silk  hosiery  which  does  not  have  the  natural 
gum  or  sericin  removed. 

Irregulars.  See  seconds. 

Legger.  A  machine  for  knitting  the  leg  of  a  full-fashioned 
stocking. 

Lock  Stitch.  A  special  stitch  made  in  knit  fabric  by  shifting 
alternate  loops  to  adjoining  needles. 

Looping  Around.  See  “Loose  Course”. 

Loop.  The  curved  form  into  which  yarn  is  drawn  by  the 
knitting  needle. 


Looping.  The  process  of  joining  two  courses  of  loops  in  a 
knitted  fabric  by  a  machine  known  as  a  looper.  This  machine 
stitches  the  two  courses  of  loops  together  by  means  of  a 
chain  stitch. 

Loose  Course.  A  row  of  loops  slightly  larger  or  longer  than 
normal.  Made  intentionally  where  needed  to  facilitate  the 
topping-on  operation. 

Lousiness.  An  imperfection  in  silk,  in  which  bunches  of  tangled 
fibers  or  fibrillae  are  found  on  the  surface  of  the  yarn  or 
knitted  fabric. 

Milanese.  A  type  of  warp  knit  fabric  in  which  the  yarns  are 
led  diagonally  across  the  fabric  and  back.  The  yarns  from 
the  warp  are  divided  into  two  groups,  which  traverse  in 
opposite  directions. 

Mork  Fashion  Marks.  Imitation  fashion  marks  on  circular 
knitted  hosiery. 

Mork  Seam.  A  seam  sewn  from  the  welt  to  the  heel  in  the  back 
of  a  circular  knit  stocking  to  imitate  the  seam  of  full-fashioned 
stockings. 

Needle  Bar.  A  metal  bar  in  which  the  needle  beds,  containing 
the  knitting  needles,  are  mounted. 

Needle  Line.  Same  as  “wale”. 

Opera  Length.  A  woman’s  stocking  which  is  specially  long. 
Outsize.  A  stocking  made  to  fit  an  extremely  stout  leg. 

Pirot  Edge.  A  saw  tooth  design  at  the  top  of  the  welt  of  a 
stocking.  Often  knit  from  a  different  colored  yarn  from  the 
rest  of  the  welt. 

Plaiting.  A  process  of  lining  stockings  during  the  knitting 
operation  in  which  a  thread  of  different  material  or  contrasting 
color  is  placed  under  another  thread  in  such  manner  that  it 
appears  on  the  reverse  side  of  the  stocking. 

Pointed  Heel.  A  reinforced  heel  which  is  brought  to  a  point 
at  the  seam. 

Press  Off.  An  incomplete  stocking  which  has  been  removed 
from  the  knitting  machine  because  of  some  defect  or  the  yarn 
breaking. 

Pulled  Threads.  Threads  which  have  been  caught  and  pulled 
accidentally. 

Pure  Dye  Silk.  Silk  which  is  free  from  weighting  or  adulter¬ 
ants.  __ 

Raveling  Courses.  Additional  courses  knitted  to  a  full-fash¬ 
ioned  or  circular  knit  stocking  for  the  purpose  of  simplifying 
the  topping,  footing  or  looping  operations. 

Raw  Silk.  Silk  as  produced  by  the  silk  worm  and  as  it  is 
received  in  skein  form  containing  its  original  gum  or  sericin. 

Reeling.  An  operation  in  which  the  silk  is  unwound  from  the 
cocoon  into  a  skein.  This  is  generally  done  in  the  country  in 
which  the  silk  is  cultivated. 

Reinforced  Selvage.  A  reinforced  strip  along  the  selvage  of 
the  fabric  varying  in  width  according  to  the  design.  After  the 
selvages  have  been  sewn  together  it  appears  as  an  ornamental 
effect  along  the  seam  of  the  stocking. 

Resist  Yarns.  Thread  or  yarn  so  treated  as  to  cause  it  to 
resist;  that  is,  not  absorb  dyes. 

Ribbed  Stitch.  A  stitch  made  with  two  sets  of  needles  draw¬ 
ing  loops  in  directions  at  right  angles  to  each  other. 

Ribbed  Top.  The  top  of  a  man’s  stocking  and  ribbed  welt  of 
a  woman’s  stocking. 

Rider  Ticket.  A  printed  label  folded  over  the  top  of  a  stocking. 

Rings.  Light  and  heavy  bands  around  knit  fabric. 

Runner.  A  broken  place  in  knit  fabric  causing  the  broken 
stitch  to  run  along  the  needle  line  or  wale  in  a  vertical  direc¬ 
tion  in  a  stocking. 

Scroop.  A  property  of  silk  fabric  indicated  by  high  luster, 
harsh  feel  and  a  crackling  noise  when  crushed  or  twisted  by 
the  hand.  It  may  be  applied  to  fibers  other  than  silk.  It  is, 
however,  a  finish  usually  given  to  silk.  Is  used  for  silk  hosiery, 
silk  underwear  and  silk  woven  fabric. 

Seamless.  See  Circular  Knit. 
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Seconds.  Hosiery  having  some  imperfections  making  them  un¬ 
suitable  for  sale  as  first-class  products. 

Selvage.  The  edge  of  fabric,  so  made  as  to  prevent  raveling. 

Semi-Service.  A  medium-weight  stocking  or  a  weight  in  be¬ 
tween  sheer  and  service,  usually  knit  from  a  5,  6,  7,  or  8-thread 
silk. 

Sericin.  The  gum  which  encases  the  silk  fiber  and  which  is 
removed  by  boiling-off  with  hot  water  and  soap  before  dyeing. 

Service.  A  weight  heavier  than  chiffon.  Service  weight  hosiery 
is  usually  knitted  from  7  or  heavier  thread  silk. 

Sewed  Toe.  The  toe  of  a  stocking  closed  with  a  sewing  ma¬ 
chine  rather  than  by  looping. 

Sheer.  Same  as  chiffon. 

Sleazy  Fabric.  One  containing  irregular  stitch  rows  of  uneven 
shaped  stitches. 

Soaking.  A  process  in  which  silk  is  softened  by  immersing  it 
in  an  emulsion  of  water,  soap  and  oil,  before  it  is  twisted  into 
a  thread. 

Sonple  Silk.  Silk  which  has  been  dyed  in  the  skein  and  from 
which  only  a  part  of  the  gum  or  sericin  has  been  removed. 

Splicing.  Adding  an  extra  thread  to  the  heel,  toe  or  sole,  for 
purposes  of  reinforcing. 

Split  Foot.  Refers  to  a  certain  type  of  half-hose  or  man’s 
stocking,  the  sole  of  which  is  knit  from  one  type  of  yam,  while 
the  instep  is  knit  from  another  yarn.  That  is,  the  sole  may  be 
knit  from  a  mercerized  cotton  yarn  and  the  instep  from  a  silk 
yarn. 

Split  Sole.  Same  as  split  foot. 

Spun  Silk.  Silk  yarn  or  thread  made  from  pierced  cocoons,  or 
other  forms  of  silk  waste. 

Strand  Silk.  Silk  threads  reeled  from  four  or  more  cocoons 
and  at  the  same  time  forming  a  strand  of  raw  silk. 

Tensile  Strength.  Tensile  strength  is  frequently  used  in  the 
same  sense  as  breaking  strength,  that  is,  for  the  load  necessary 
to  break  a  yarn,  a  skein,  or  stated  width  of  fabric  when  tested 
under  prescribed  conditions.  However,  since  the  term  “Tensile 
Strength’’  often  refers  to  a  unit  cross  section  of  the  material, 
it  is  better  to  use  the  term  “Breaking  Strength’’  for  all  textile 
tests,  because  it  is  practically  impossible  to  determine  the  cross 
section  area  at  the  point  of  rupture. 

Thread  Silk.  Thrown  silk  made  from  the  indicated  number  of 
continuous  ends. 

Throwing.  Twisting  silk,  a  process  necessary  to  make  the  final 
yarn  from  the  imported  skeins. 

Throwster.  One  who  casts  or  twists  a  silk  thread  into  a  yarn. 

Toe  Guard.  A  reinforced  section  in  the  upper  center  part  of 
the  toe. 


Topping.  Same  as  Transfer. 

Tram.  A  number  of  strands  of  raw  silk  moistened,  doubled 
and  then  twisted  into  a  single  thread,  commonly  used  in  knit¬ 
ting. 

Transfer  or  Transferring.  An  operation  in  which  the  loops  of 
knit  fabric  are  put  onto  points  of  a  transfer  ring  or  bar,  for 
the  purpose  of  transferring  them  onto  the  needles  of  a  knitting 
machine.  This  operation  is  for  the  purpose  of  tranf erring  the 
ribbed  top  onto  the  leg  of  men’s  socks ;  the  ribbed  leg  of  chil¬ 
dren’s  hosiery  onto  the  foot,  and  the  leg  of  full-fashioned 
hosiery  onto  the  foot.  A  transfer  ring  is  used  for  circular  knit¬ 
ting  machines  and  a  transfer  bar  for  full-fashioned  knitting 
machines. 

Transfer.  A  type  of  marking  or  labeling  used  on  the  toe,  sole 
or  heel  of  hosiery.  The  mark  which  has  been  printed  on  a  thin 
paper  is  transferred  onto  the  hosiery  with  a  heated  iron. 

Tricot.  A  type  of  warp  knit  fabric  made  on  one  needle  bed 
where  the  yarns  traverse  over  no  more  than  three  needles  and 
back.  In  this  fabric  each  end  of  yarn  extends  in  a  narrow 
longitudinal  line  two  or  three  needles  wide  for  the  entire  length 
of  the  fabric.  This  fabric  is  used  for  gloves,  glove  silk  hosiery 
and  glove  silk  underwear. 

Tuck  Stitch.  A  stitch  made  when  a  needle  retains  one  loop  and 
takes  on  one  or  more  additional  loops  before  casting  them  off. 

Tussah.  Silk  produced  by  the  wild  silk  worms.  This  silk  is 
coarse  and  very  irregular  and  has  a  brownish  color.  (Not  culti¬ 
vated). 

Twist.  The  spiral  position  of  fibres  composing  a  yarn.  The 
twist  is  produced  in  spinning  one  end  around  the  bobbin  while 
the  other  end  is  held  from  turning  by  a  pair  of  rolls.  Twist 
is  measured  as  twist  per  inch  or  turns  per  inch,  which  are  the 
number  of  times  a  fiber  or  filament  spirals  around  the  strand 
in  one  inch  of  yarn  length.  “The  direction  of  twist  in  yarn, 
thread,  and  cordage  is  right  if  additional  twist  is  inserted  when 
an  end  is  rotated  in  a  clockwise  direction  as  viewed  endwise." 

Wale.  A  series  of  loops  in  the  lengthwise  direction  of  a  knitted 
fabric.  Formed  by  one  needle. 

Warp  Knit  Fabric.  A  fabric  knitted  on  a  machine  which  takes 
yarns  from  a  warp  beam  and  guides  each  yarn  separately.  There 
is  a  guide  for  each  needle. 

Weighted  Silk.  Silk  which  has  been  loaded  with  either  soluble 
or  insoluble  materials,  such  as  gums,  starches,  metal  salts,  etc. 

Welt  or  Top.  The  upper  part  of  a  woman’s  stocking  formed 
by  doubling  over  the  fabric  and  sewing  or  knitting  it  to  the 
body  of  the  stocking. 

Yarn.  An  assemblage  of  fibers  or  filaments  of  animal,  mineral 
or  vegetable  origin,  alone  or  in  combination,  either  natural  or 
manufactured,  twisted  or  laid  together  to  form  a  strand  or 
group  of  strands  for  use  in  knitting,  weaving,  or  forming  in 
any  manner  into  textile  materials. 


ter  near  the  back  seam,  the  possibili¬ 
ty  of  getting  this  garter  in  the  open 
place  which  is  left  when  the  hem  is 
turned  over  on  the  double  hem  ho¬ 
siery,  is  avoided.  Another  advan¬ 
tage  claimed  for  it  is  that  it  has  more 
elasticity  and  fewer  stout  women 
feel  the  necessity  of  outsizes. 

Another  type  of  construction  is 
the  top  which  is  adjustable  to  any 
height  person.  This  stocking  is  worn 
full  length  by  the  tall  woman,  folded 
over  at  the  first  adjustment  for  the 
medium  and  at  the  second  for  the 
shorter  woman.  This  eliminates  the 
problem  of  leg  lengths: 

Heel  constructions  may  vary  in 


Special  Constructions 

(Continued  from  page  169) 

reinforcements  for  two  reasons. 
Some  manufacturers  add  fabric 
where  they  believe  the  strain  is 
greatest  and  others  vary  the  line 
above  the  shoe  with  the  idea  of  giv¬ 
ing  the  stockings  greater  beauty  and 
distinction. 

Differences  in  toe  construction 
usually  present  claims  for  greater 
elasticity  or  reinforcement  where 
added  strength  is  needed.  There  is 
a  toe  reinforcement  featured  which 
completely  covers  the  top  of  the 
toes  and  ends  at  the  toe  fashion 
marks,  which  are  put  in  at  an  angle. 
Another  construction  is  knit  special¬ 
ly  to  allow  for  greater  toe  spread. 


The  greater  percentage  of  men’s 
stockings  are  made  circular  and 
most  of  them  have  ribbed  tops.  One 
manufacturer  is  specializing  with  a 
man’s  stocking  with  an  elastic  at  the 
top  which  is  much  like  a  garter.  The 
elastic  is  attached  only  at  the  front 
so  that  the  stocking  will  adjust  it¬ 
self  to  various  size  legs.  Other 
manufacturers  are  experirfienting 
with  this  type  of  men’s  hose.  Many 
manufacturers  have  produced  half¬ 
hose  with  the  tops  or  welts  which 
contain  lastex  or  rubber  yarn,  thus 
making  the  stocking  adhere  lightly 
to  the  leg  without  need  for  a  gar¬ 
ter. 
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